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Eleventh-Hour Reprieve 


S we go to press, word comes from Munich that the 

wo democratic premiers and the two dictators 

have reached agreement in principle, and that it only 

remains to settle questions of detail and technique. All of 

us have looked over the precipice and seen a vision of the 

hell of totalitarian war, which would have been waged 

with all the devilry and ruthlessness of modern science. 

We are to-day reprieved; and in every country men and 
women will utter a prayer of thanksgiving. 

Those who have lived through these last three weeks 
will remember them all their lives as a period when events 
of the most momentous importance came rushing on top 
of each other with a speed that defied the contemporary 
chronicler and will confuse the future historian. Three 
times we have been within hours of war; and three times 
a last effort has succeeded at least in postponing the 
disaster. And this week, when the danger seemed most real 
and most urgent, the dénouement has been the most 
dramatic of the series. 

Palmam qui meruit ferat. The man who has worked 
most assiduously for peace is the man who deserves the 
lion’s share of the credit for the fact that war has been 
averted. That man is Mr Neville Chamberlain. The 
Prime Minister's conduct of foreign policy has been 
severely criticised in the past, not least in these columns. 
Doubtless it will fall under criticism again in the future. 
But for the present the world owes to Mr Neville Chamber- 
lain a tribute of unstinted and unqualified gratitude for the 


magnificent perseverance and tenacity with which he has — 


refused to abandon the search for peace. If, when the 


Munich agreement has had time to reveal its full signi- 
ficance, it appears that a really peaceful settlement has 
been achieved—one which, without necessarily solving all 
problems at once, nevertheless turns the face of the world 
towards peace rather than war—Mr Neville Chamberlain 
will be sure not only of our present gratitude but of his 
place in history. And if tributes are being distributed, we 
must not fail to send one of deep gratitude and very 
sincere sympathy to the Czechs, who have proved in ample 
measure their astonishing courage, their self-control and 
the true nobility of their national character. President 
Benes, who has borne his awful responsibility in solitary 
dignity, has become one of the great figures of the world, 
elevated by the abuse that has been showered upon him. 
It is by his suffering, and that of his people, that we 
others have been saved. 

The seven days that have passed since the last issue of 

















This issue of The Economist was on the 
point of going to press when the news of 
the Munich agreement arrived. In the 
circumstances, some of the contents of 
later pages have fortunately lost their 
immediate point. But no apology is needed 
for presenting to our readers information 
which is still of far more than merely 
academic interest. 
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The Economist was written began at Godesberg on the 
Rhine. Mr Chamberlain arrived there on Thursday, Sep- 
tember 22nd. A week earlier at Berchtesgaden, as we now 
know, he had been faced with the blunt alternative of self- 
determination for the Sudeten Germans (meaning their 
incorporation in the Reich) or immediate war. In a week, 
and by the exercise of unprecedented pressure on the Czech 
Government, the Prime Minister had secured the recogni- 
tion of “ self-determination.” It was accepted in principle 
that all those areas of Czechoslovakia with more than 50 
per cent. of German-speaking inhabitants were to be ceded 
to Germany without plebiscite. When Mr Chamberlain 
arrived at Godesberg he thought—and was justified in 
thinking—that he had obtained for Herr Hitler what was 
demanded. He was quickly disillusioned. Throughout his 
career, Herr Hitler has always made the concession of one 
demand the pretext for demanding more. He now pre- 
sented the Premier with the utterly unreasonable demands 
of the “ Memorandum ” which has since grown notorious. 
This document is printed on another page, together with a 
map which illustrates the difference between the so-called 
Anglo-French plan and the solution demanded, with all the 
brutality of a conqueror, by Herr Hitler. The most reveal- 
ing, and the most sinister, feature of the ultimatum was 
that it proposed the wholly impossible time limit of 
October Ist—a date which appeared for the first ume, be 
it noted, at the very end of the Godesberg meetings, late 
on the evening of September 23rd. 

Herr Hitler had manifestly overplayed his hand. All that 
Mr Chamberlain could do was to remit the memorandum 
to Prague, but without any suggestion that it should be 
accepted. Already on Friday, when it was seen how the 
conversations were going, the British and French Govern- 
ments had withdrawn their previous advice to Czecho- 
slovakia against mobilisation; and during that night the 
Czech army was placed upon a full war footing. 


PREPARING FOR WAR 


The terms of the German ultimatum were not generally 
known when Mr Chamberlain returned to London on 
Saturday, and for the moment there was a certain increase 
in optimism. But when, over the week-end, the nature of 
the terms leaked out, when it was known that Czecho- 
slovakia had rejected them, when the French Ministers 
arrived in London and were joined, not by the diplomats 
who draft agreements, but by the Commander-in-Chief, 
the public realised that the situation had changed for the 
worse rather than for the better. Hopes were not, however, 
quite dead. [t was announced that Herr Hitler was to make 
a speech in Berlin that evening, and from two different 
quarters, attempts were made to influence him on the side 
of moderation. One was a letter which the Prime Minister 
sent by Sir Horace Wilson to Berlin, and which Herr 
Hitler received before he spoke (its text, together with that 
of the other vital documents, will be found on a later page). 
The other was from a source hitherto silent; President 
Roosevelt addressed an appeal both to Herr Hitler and to 
M. Benes, pleading for a peaceful settlement. But Herr 
Hitler’s speech when it came was harsh and uncompro- 
mising; it must have been the most abusive utterance that 
the head of a State has ever delivered. The time limit of 
October Ist was reiterated, and the most open threat 
made that if the Sudeten territories (on Herr Hit- 
Jer’s own generous interpretation) were not given to 
him by that day he would take them. Even so, Monday’s 
events were not over, for there were two more statements 
from London. One was categorical and all-important, 
though it was issued through unofficial channels. It said 
that if Czechoslovakia were attacked “ the immediate result 
must be that France will be bound to come to her assist- 
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ance and Great Britain and Russia will certainly stand by 
France.” The second was a midnight appeal from Mr 
Chamberlain to Herr Hider. The reason given by the 
Fuehrer for his time limit was that he could not trust the 
Czechs to carry out their promises. Mr Chamberlain 
accordingly offered to guarantee their fulfilment. 

On Tuesday, all these efforts seemed to have been in 
vain. The reply that Herr Hitler gave Sir Horace Wilson 
to bring back to London was uncompromising; so was the 
answer sent to President Roosevelt. And the fact that 
neither Mr Roosevelt’s appeal nor Mr Chamberlain’s was 
published in the German Press seemed to show more 
clearly than any actions that the Nazi chieftains were 
determined to lead the German people blindfold into war. 
There seemed to be nothing to do but to prepare for the 
inevitable. The British Navy was mobilised; various cate- 
gories of military reserves were called up; and all over the 
country, especially in London, feverish preparations for 
imminent war went forward. The nations of Europe seemed 
to be ranging themselves in battle array. On the one side 
stood Germany, apparently committed by Herr Hitler’s 
speech to an attack on Czechoslovakia on Saturday, 
October Ist. At the other end of the Rome-Berlin axis, 
Signor Mussolini has been prolific with statements that 
could only be interpreted as meaning that he would fight 
by Germany’s side. But there is no question that such a 
war would be unpopular with the Italian people, and there 
has been a notable lack of any mobilisation orders or war 
preparations in Italy. There are many shrewd observers 
who will not believe in Italian armed support for Germany 
until it is given. Germany’s other potential allies had dis- 
appeared in the face of Anglo-French determination. 
Poland, with some agility, had by Wednesday climbed back 
upon the fence of neutrality. The Hungarian Government 
was attempting to do the same. On the other side of the 
crystallising battle-line, it seemed that Czechoslovakia 
could count on three mighty allies. France was committed 
by her treaty. M. Litvinoff’s declarations, and the 
massing of the Russian army in the Western Ukraine, 
indicated that Russia also would honour her obligations. 
And, finally, the British declaration of Monday evening, 
together with the obvious preparations for war, removed 
all doubts that Great Britain, too, would play her part. 
There had been no official declaration of policy from 
Roumania—important not only in herself but also as the 
link between Czechoslovakia and Russia—but all the indi- 
cations were that she too would assist her neighbours. 


THE FINAL EFFORT 


Until Wednesday afternoon it looked, therefore, as if 
Germany, with the possible help of Italy, would within a 
very few hours find herself at war with Britain and France 
in the west and with Czechoslovakia, Russia and Roumania 
in the east. But Mr Chamberlain’s efforts were not yet at 
an end. In a broadcast on Tuesday evening, together with 
the plain statement that he considered the Godesberg 
memorandum “ unreasonable” and that, though a man of 
peace, he would resist any nation that “had made up its 
mind to dominate the world by fear of its force,” he 
coupled an offer to go to Germany yet a third time if any 
useful purpose could be served. This offer was repeated 
in a further letter to Herr Hitler, and at the same time 
Signor Mussolini was asked to join in the appeal for delay. 
This Signor Mussolini, to his credit, immediately did. In 
response, Herr Hitler agreed to postpone for twenty-foyt 
hours the mobilisation of the German army, which had 
apparently been planned for Wednesday afternoon. And, 
dramatically, at the end of Mr Chamberlain’s speech to the 
House of Commons, came the news that a meeting not only 
of Herr Hitler and Mr Chamberlain, but of Signor 
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Mussolini and M. Daladier as well, was to be held on 
Thursday afternoon at Munich. 

The enthusiasm with which this announcement was 
greeted in Parliament and throughout the nation and the 
world was as genuine as it was overwhelming in volume. 
The fitting of gas masks, the digging of trenches, the 
evacuation of families have brought home to every one of 
us both the nearness and the appalling character of war. 
The wave of relief was a measure of the strain that had 
been upon the public; there cannot ba a member of the 
community who, in Mr Chamberlain’s words, “ did not feel 
his heart leap that the crisis has been once more post- 
poned.” 

Mr Chamberlain and M. Daladier, on Thursday, bore 
upon their shoulders a responsibility that no man would 
envy. Their task was to secure peace—but to secure it 
in such conditions that it will last more than a few weeks. 
Peace of a sort could be had for the asking. The accept- 
ance of Herr Hitler’s Godesberg terms, perhaps modified 
in sufficient minor particulars to have the semblance of a 
concession, and the abandonment of Czechoslovakia to her 
fate, would have been an easy solution. The temptation 
was strong. But we trust that Mr Chamberlain and M. 
Daladier will be found to have resisted it. For if Herr 
Hitler now achieves what he wants, substantially when he 
wants it, and substantially in the way he wants it, our own 
security will hang only by a single thread—Herr Hitler’s 
declaration that he has no more territorial ambitions in 
Europe. Mr Chamberlain says he is convinced Herr Hitler 
means what he says. No doubt he does—now. No doubt he 
sincerely meant it when he undertook in 1935 to respect the 
territorial provisions of the Treaty of Versailles and to carry 
out revisions only by peaceful understandings. No doubt 
he sincerely meant it in May, 1935, when he declared that 
Germany “neither intends nor wishes to interfere in the 
internal affairs of Austria, to annex Austria, or to conclude 
an Anschluss.” If our security depends only on Herr 
Hitler’s word, we are at the mercy of his changing moods. 

This is not a pleasant thing to say about the head of 
any State, least of all the most powerful man in Europe. 
But it is dangerous self-deception not to recognise it as the 
truth. And the wisdom of Mr Chamberlain and M. 
Daladier will, in the end, prove to have been in direct 


proportion to their realisation of the need for some security 
stronger than words. 

This is, and remains, the crux of the problem. We gave 
reasons last week for believing that the cession of the 
Sudeten areas to Germany is not a sacrifice that can be 
demanded of Czechoslovakia in the name of justice. It can 
only be justified by the calculus of expediency; it will be 
right if it preserves and buttresses the peace. This being 
so, the methods by which the Sudetenland is transferred to 
Germany are not an inconvenient side-issue; they are the 
very centre of the problem itself. If this problem is settled 
in such a way that Germany will be encouraged to further 
her other ambitions by using the threat of force, then no 
treaties, no promises, no guarantees will hold the Nazis 
back. If, on the other hand, the solution is such that 
German diplomacy is forced to look for other methods, 
then we shall not have gone through this ordeal for 
nothing. 

As we write, little more is known of the Munich agree- 
ment than that it provides for the German occupation of 
the Sudetenland by stages and for the delimitation of the 
new frontier by an international commission. The tempta- 
tion is almost irresistible to thrust aside the precise details 
of the agreement arrived at in Munich, whatever they may 
be, and to treat them as of little account beside the magni- 
tude of the universal relief that we have been saved, at 
the fifty-ninth minute of the eleventh hour, from destruc- 
tion. But to-day’s rejoicings will sound a little flat if it 
is soon discovered that the great crisis of our civilisation 
is merely postponed, soon to fall on us again. And they 
will appear downright foolish if it eventually transpires 
that this week’s work has lessened our powers of resistance 
to aggression when we come to meet it again. The skeleton 
at the feast is not a lovable creature. But even at the risk 
of casting ourselves for this rdle we feel constrained once 
more to repeat what has been said so frequently in these 
columns: any agreement with the ambitious dictator- 
States, whatever its apparent terms, will turn out to be 
bad and dangerous in so far as it rewards aggression, good 
and beneficent in so far as it warns the aggressor for the 
future. We hope that the Munich Agreement, when it. 
comes to be put to the touchstone of experience, will prove 
to have been a good day’s work. 


Big Steamers 


AST Tuesday’s launching of the giant new Cunarder 

had been eagerly awaited for a long time. Almost 
exactly eight years ago, Sir Percy Bates, chairman of the 
Cunard Company, announced that for the first time in the 
history of naval architecture it had become possible to plan 
a weekly service across the Atlantic Ocean with two 
Steamers only in place of the three then in use. The con- 
tract for the “‘ Queen Mary,” the first of these vessels, was 
signed as long ago as December, 1931. 

At the start, there was no lack of sceptics who doubted 
the ability of the Cunard Company to carry through such a 
grandiose programme. It has required a merger of the 
Cunard and White Star Lines and the grant of Govern- 
ment assistance, But it has been carried through, to the 
beginning of the last chapter. The building of the “ Queen 
Mary” was a chequered story, and many voices were 
raised against what was deemed the megalomania of big 
ships. But in June, 1936, the company, now Cunard-White 
Star, took the definite decision to proceed with the second 
ship—the ship that was launched on Tuesday, the largest 
ever to enter the water. 

In the event, the launch provided a poignant scene. 
The clear voice of the Queen brought a message of comfort 
and good cheer from the King in these desperately troubled 





days before she gave her own name to the vessel. And it 
was into an unknown future that the “ Queen Elizabeth ” 
moved down the slipway. Yet the two-ship plan has been 
almost completed, and it is possible to examine the likely 
wisdom and usefulness of the scheme—under normal 
peace-time conditions. 

The building of two 80,000-ton liners is the latest stage 
in the history of growing size and increasing speed on the 
North Atlantic sea routes. A hundred years ago the 
“ Syrius,” of 703 tons, completed the first Atlantic cross- 
ing wholly under steam, taking eighteen days from Cork 
to Manhattan. In 1840, precisely a hundred years before 
the “Queen Elizabeth” is nominally due to enter into 
service, the first Cunarder, the “ Britannia,” of 1,200 tons, 
was built, In 1958, the ill-fated and unsuccessful “ Great 
Eastern ” threw the shadow of future developments over 
the Atlantic scene by its unprecedented tonnage of 18,915 
tons, which was actually not exceeded until after the dawn 
of the twentieth century. 

International competition increasingly dominated trans- 
Atlantic travel, and under its spur size and speed rapidly 
rose. As early as 1849 the Cunard Company was faced 
with subsidised rivalry from American lines, and thirty-odd 
years ago the powerful competition of German undertak- 
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ings began. In 1907 the “ Lusitania” and “ Mauretania,” 
for the construction of which Cunard had obtained Govern- 
ment help, exceeded 30,000 tons, and their speed was 26 
knots, compared with the 6 knots of “ Syrius.” White Star's 
“Titanic” and “ Olympic,” and Cunard’s “ Aquitania,” 
launched in 1914, were less speedy, but larger, rising to 
46,000 tons; and the German “ Imperator” and “ Vater- 
land” topped $0,000 tons. When the last war ended, 
twenty years ago, 50,000-ton boats provided the express 
services across the Atlantic, operating on a seven-day 
schedule, although the smaller and speedier “ Maure- 
tania” took only five days. The “ Aquitania,” the 
“ Berengaria” (once Germany’s “ Imperator”) and the 
“ Mauretania ” carried Cunard’s flag. 

To-day the scene has changed. The “ Mauretania ” and 
the “ Berengaria” have gone to the shipbreakers’ yard. 
The watchword is 80,000-ton ships and a four-day trip. 
The traffic, too, has altered. In the old days the United 
States was still being peopled by European immigrants. 
Now the flow has practically ceased; and the keen com- 
petition between British, American, French, German and 
Italian lines is for tourists and business men. The express 
steamers cater for a luxury trade. And the question on all 
sides for many years has been: can it possibly pay? 


What, in fact, seems to be the driving force in the race 
for size, which brought the “ Queen Mary ” as a riposte to 
the “ Bremen” and “ Europa,” the “ Normandie” as a 
reply to the “ Queen Mary,” and the “ Queen Elizabeth ” 
as so far the last word? The Cunard-White Star Company 
deny that publicity or competition in prestige has influenced 
their policy. This may be true. But, in any case, it may 
be taken for granted that the Cunard Company, in 
initiating the programme, and especially the State, in pro- 
viding means to carry it through, were not solely motivated 
by the mere desire to have the world’s biggest, fastest and 


most luxurious ships. There must surely be plausible 
reasons of an economic kind to account for their con- 
struction. 


It is no secret that in this case size was dictated by speed. 
Sir Percy Bates’s statement of policy in 1930 postulated 
a weekly service maintained by only two steamers. If a 
boat could be built to do the trip regularly in four days, 
to use two steamers instead of three was a feasible plan. 
The speed needed was determined by the time-factor, that 
is, by the necessity of keeping the weekly schedule at all 
seasons and in all conditions of weather—including the time 
necessary to remain in port at both sides. There are 168 
hours in a week. Of these, something like 44 must be spent 
in port, 8 on the journey from Southampton to Cherbourg, 
and 5 on the journey from the Ambrose Channel to the 
pier at New York, leaving 111 hours to do 3,160 miles on 
the Atlantic itself. Thus an average speed of 284 knots is a 
sine qua non of the two-ship weekly schedule. 

The size of ship needed is in turn decided by the 
necessity of maintaining an average of 284 knots, while at 
the same time providing sufficient saleable passenger 
(and/or freight) accommodation, or “ pay-space,” to cover 
the cost of achieving this speed. That is, the speed once 
fixed, it determines the ratio between pay-space and non- 
pay-space, but the pay-space must be sufficiently large to 
bring in the revenue required. The answer to this calcula- 
tion, arrived at by Cunard-White Star and the C.G_T.., is 
a gross tonnage of about 80,000 tons: the “ Queen Mary ” 
is 81,000 tons, the “ Normandie” 83,000 tons and the 
“ Queen Elizabeth ” 85,000 tons. 

Thus it is easy to see that the exigencies of the Cunard’s 
weekly schedule provide solid and tangible technical 
reasons for the big ship as we know it in its latest phase. 
These factors, however, do not exhaust the controversy. Is 
the super-big ship of 80,000 tons a paying proposition 
compared with, say, the 50,000 tonner? This question is 
the more important because in this country public money 
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has been spent on the giant Cunarders; the assistance given 
in construction was only in part a method of financing 
useful public works; and the mail subsidy as well as the 
help given in insuring the vessels are direct aids. The 
company has a public responsibility that the 80,000 tonners 
should pay their way. In actual fact, these huge ships are, 
admittedly, not the most paying ships. Few would disagree 
with the view of the American Maritime Commission that 
the most paying ships on the Atlantic route are the seven- 
day 20-30,000 tonners, like the Cunard-White Star’s own 
second string, the “ Britannic,” “ Georgic,” “ Carinthia,” 
“ Franconia,” “ Scythia,” etc. But that is not the point at 
issue. These boats take seven days to make a single cross- 
ing; and there is a public demand for a speedier express 
service. Cunard and the foreign lines have acted accord- 
ingly by building faster and bigger ships. Speed, as we 
have seen, dictates size. 

The choice is not between 80,000 tons and 20,000 tons, 
but between 80,000 and 50,000, or more precisely in the 
case of Cunard between two 80,000 tonners and three 
50,000 tonners. Exact financial details are a closed secret. 
But, on the revenue side,we can say that the super-big ships 
may attract a somewhat higher proportion of total trans- 
Aulantic traffic, at a slightly higher average fare. Their pas- 
senger accommodation is not markedly greater than the 
50,000 tonners, but their annual turnover of passengers per 
ship is greater because they get more trips into the twelve 
months; two 80,000 tonners probably carry considerably 
more passengers in a year than three 50,000 tonners. At a 
modest estimate, the total revenue of two giants is possibly 
at least 10-20 per cent. higher than that of three merely big 
ships. Thus the question becomes: do two 80,000-ton ships 
cost more or less than 10-20 per cent. more to run than 
three 50,000 tonners when all capital charges and over- 
heads are included? In other words, does the “ Queen 
Mary ” (or will the “ Queen Elizabeth ”) cost more or less 
than 65-75 per cent. more to run than the “ Aquitania ” or 
“ Berengaria ”? The answer is, probably, less, since wages 
and upkeep costs do not rise in exact proportion to size. 

In the last resort, of course, the proof of the pudding is 
in the eating. But, unfortunately, when the pudding comes 
to be eaten, it will be impossible to distinguish the ingre- 
dients. Cunard-White Star own many liners and the state 
of the company’s profit and loss account will reveal little 
or nothing about the earnings of the “ Queen Mary ” and 
the “Queen Elizabeth.” Trans-Atlantic traffic is very 
dependent, now that the stream of emigration has dried 
up, on the state of trade in America. Extravagant ships 
may earn their keep in good years, and the most econo- 
mical vessels lose money in poor years. And, finally, the 
real question will always be hypothetical: would three 
50,000 tonners have done any better? It is at any rate a 
fact that when Britain had no up-to-date fast ships, as in 
the early thirties, British vessels lost traffic appreciably to 
their more modern German rivals. And it is probable that, 
under normal conditions of trans-Atlantic trade, the best 
and most remunerative traffic will be secured by the ships 
which combine the greatest comfort with the highest speed. 
People will pay extra for these luxuries. 


With the launching of the “Queen Elizabeth” on 
Tuesday, Cunard-White Star underlined their faith in a 
policy which, all things considered, was probably a wise 
one. And the launching may also have marked the end of 
an era in shipping history, the era of increasing size. A 
weekly sailing with two ships is a reasonable ambition. But 
there is no great attraction in a sailing every six days, and 
the weekly sailing with a single ship is a fantastic dream 
of the future. There is thus no real need for greater speed 
—and hence no compelling call for greater size. In any 
case, Marine engineers and naval architects are learning to 
get more speed out of less space. The 80,000 tonner may 
well prove to be the last word in a long story. 
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Capital Market Inactivity 


HE September quarter rarely breaks any records in 
new capital statistics, unless, indeed, they happen to 

be low ones. This year the period has proved more than 
usually undistinguished. None of the conditions for 
activity has been present. In addition to normal holiday 
distractions, the market has been confronted with growing 
evidence of trade recession and falling industrial profits. 
And company promoters, underwriters, and investors alike 
draw in their horns as soon as political clamour is heard. 
The new issue figures for the past three months, therefore, 
make no brave show; few have had the courage to be respon- 
sible for contributing to the meagre total in recent weeks. 
The Economist's statistics of capital issues have now 
been presented for some years on a dual basis. There has 
been a considerable growth in recent years of the practice 
of raising capital not by a public issue of securities but 
by the “ placing” of a block of securities on the Stock 


TABLE I 
Tota BorRoWING BY Direct PuBLic Orrer (OLD Basis) 
First Nine Months of Each Year 
























(Million £) 
First British 
ateaie pee om ~ |Empire | Forei 1928 
on mpire | For d 
Home | Issues 
of Govern- Total =100 
Year ment ag Others Home 
ssid I 7 
1928 . 84:3 10:0 | 117°3 | 211: 52:2 | 26-9 | 290-7 | 100 
1929 . 0-2 7:8} 108:7/| 116: 56°3 | 20-1 | 193:1| 66 
1930 . 43:8 33:0 | 46:3) 123- 38:2 | 31-3 | 192-6| 66 
1931 12:5 6°7 31-5 | 33-4 9:2| 98:3) 33 
1932 101-6 27:0 16:5 | 145: 17-5 | Nil | 162:°6| 56 
1933 150°8 20:7 | 25-8) 197: 24:5 5-3 | 227-1| 78 
1934 42:7 16:0 | 41:3 | 100- 24:0 1-4 | 125-4 
1935. 1-8 48-3 69:7 : 9°5 0-2 | 129°5 
1936 ... |Dr. 0-8 | 56°4 61:8 . 14:-4| 0-6] 132-4| 45 
1937 . 96:8 31:8 65-4) 194: 16:4 1:5 | 211-:9| 73 
1938 . 76:8 24-9 | 30:4 | 132:1| 20-7 2:8 | 155-6 
* Including county and public board loans. 
TABLE II 
ANALYSIS OF NEw CAPITAL APPLICATIONS (EXCLUDING 
CONVERSIONS) 





Total for First Nine Months 























Old Basis New Basis 
1937 | 1938 1937 | 1938 
£ | & £ 
British Government Loans | 96,850,000 16,76, 000 |144,237,100 | 76,700,000 
Colonial Government Loans Nil 930, "305 5,61 7,886,500 
Foreign Government Loans 940,000 i 2,019,800 Nil 
British Corporations, 
Counties and Public 
TORO « cnctathiicavednsdscas 31,773,800 | 24,884,700 | 32,381,000 | 26,697,700 
Colonial Corporation Loans | 3,356,800 | 2,183,900 5,356, 800 | 2,183,900 
British Railways ............ Nil Nil Nil | Nil 
Colonial Railways............ 258,000 Nil 258,000 | Nil 
Foreign Railways ............ Nil Nil f 30,100 
Australasian Mines........... 2,942,700 344, 4,662,800 344,600 
South African Mines ...... 3,387,600 | 4,767,100 | 14,111,700 | 5,869,500 
Other Mines ............0000++ 1,537,000 858, 4,588,200 | 2,790,100 
Exploration Financial and 
nvestment Trust......... 9,616,100 | 5,541,800 | 25,367,100 
Breweries and Distilleries 2,309, 2,152,500 | 8,183,800 
ceca and tom oa 2,844,100 1,540,000 5,568,600 
ores and Trading ......... »540, » 
Estate and Land ............ 527,300 123,500 1,181,900 
CIOOR Vdbvondhnnccticacedeenss 1,846,900 56,200 | 2,383,200 
COE apc nttiidttidenaitiabineiinmeund 835 4,649,100 | 29,831,400 
Tron, Coal, Steel and Engin- 
GUUREEE | VilsceidieGiacsctine 15,571,800 | 1,337,900 | 25,082,700 
Electric Light, Power, Tele- 
graphs and Telephones 9,217,000 | 7,171,000 | 10,777,100 | 13,321,900 
Tramway and Omnibus . 406,000 327,900 | 4,709,500 | 3,911,400 
Motor Traction and Manu- : 
OUI, | csendcecdinicenses 839,000 Nil 2,528,200 Nil 
Gas and Water ............... 1,854,100 787,300 | 5,432,400 | 2,372,600 
Hotels, hones and Enter- 
tainments ............00000+ 3,487,400 | 2,715,900 | 3,861,100 | 3,127,800 
Patents and Proprietary . 
Articles giccseresseneves a 1,518,700 900,000 | 3,446,200 | 1,200,000 
Shipping .................. 773,600 Nil 7,422,000 | 1,114,500 
Seeded —_—i ’ vitae ee 
WMDOUID. Sacecivecticeccateces 18,461,700 | 10,715,800 | 48,160,700 | 25,180,800 
sates Adon 211,924,900 | 155,607,700 |407,119,100 |217,848,000 





Exchange and by making issues on bonus terms to existing 
shareholders. Our “ old basis ” figures exclude these issues, 
but are comparable with the figures for a long series of 
years, The “ new basis ” figures include placings and bonus 
share issues but are available only for the past four years. 
Total borrowing by direct public offer (our “ old basis ” 
figures) amounted to no more than £19.3 millions between 
July and September, and of this total, company issues 
accounted for £17 millions. The more comprehensive 
“new basis” figures amount to £34.9 millions for the 
quarter—well under a third of the total of £118.6 millions 
recorded in the corresponding quarter of 1937, although 
the latter was swollen to the extent of £754 millions by 
the Tithe Redemption and Anglo-Iranian issues. Such 
quarterly comparisons demonstrate the paucity of new 
issue business during the past thirteen weeks. But they do 
not necessarily furnish the best basis for comparing the 





TABLE III 


INCLUDING “ PERMISSION TO Dea’ 
(New Basis) 


First Nine Months of Each Year 


Tota BorROWING, 
































(Million £) 
British | 
— | Index 
one mae Foreign! a 1935, 
ota. | It 
Others Home 
205:1 | 19°6| 1:4 | 226-1 | 100 
219-8 | 23-0| 5-0 | 247-8; 109 
348:0| 56°8| 2:3 | 407-1] 130 
167°7 | 47-2] 2-9 | 217-8 97 
| — 
* Including comay ond public board leone. 
TABLE IV 
CONVERSION Issugs (OLD BASIS) 
First Nine Months of Each Year 
(Million £) 
$$ —— 
| 1933 wn | 9 1934 i | 1 1935 | 1936 | 1937 | 1938 
! - - 
ae Reet ae jo 
British Government 50:°8| 105-0} Nil | Nil | Nil | Nil 
Other Conversions 118-1 | 81:7 | 125-9) 181-1) 45:6] 19-9 
es | 168-9 | 196-7 | 125-9] rota ia 19-9 
TABLE V 
Tora Company Issugs (OLD BAsIs) 
First Nine Months of Each Year 
(Million £) 
| 1931 | 1932 | 1933 | 1934 | 1938 


1935 95 | 1936 6 | 1937 











TABLE VI 


Tora, Company Issues (NEw BAsIs) 
First Nine Months of Each Year 


(Million £) 
1935 1936 — bo 
Debentures ...... 39°6 22:0 22: . 
Preference ...... 41°3 29-8 26:3 15°4 
Ordinary .........  88°5 131-1 176°4 64-6 
169-4 182-9 224-9 104:°3 
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trend in the capital market between one year and another. 
For that reason the tables which accompany this article 
provide cumulative figures for the first nine months of the 
year, during which trade recession and political uncertainty 
have become increasingly obvious. 

The first table on the preceding page shows that total 
direct borrowing for the past nine months amounted to 
£155.6 millions, compared with £211.9 millions for the 
same period of 1937. Taking into account the lack of de- 
mand for new industrial capital, this total does not com- 
pare unfavourably with the figures for the same periods 
in 1934 to 1936, when conditions were favourable for 
raising subscriptions to new industrial issues direct from 
the public. But practically half of the total for this year 
to date is attributable to the British Government's opera- 
tions, which included in particular the second instalment 
of defence borrowing in June. For the greater part of the 
period, moreover, the volume of home corporation new 
borrowing has been fairly well maintained, without entail- 
ing any marked indigestion. The main factor in the new 
capital market during this period is clearly the fall in 
British borrowing, other than for Government or munici- 
pal purposes, from £65.4 millions to £30.4 millions. These 
figures are the direct measure of the effect of depression 
on the demand for industrial capital. Empire borrowers 
have absorbed funds to the extent of two-thirds of those 
required by British industry, but the proportion in the 
first nine months of 1937 was no more than one-quarter. 
And no expansion is to be expected in foreign lending at a 
time when the balance of payments is markedly adverse to 
this country and credit-worthy borrowers are scarce. 

These conclusions are more strongly confirmed by the 
more comprehensive figures on the “new basis.” New 
industrial finance under modern conditions is not concen- 
trated in the public new issue market. A succession of 
industrial prospectuses may create an impression of high 
activity, as it did a year ago. But comparison of Tables I 
and III shows that the volume of public money subscribed 
for new issues is usually of much smaller importance than 
the amounts raised from shareholders, on bonus or rights 
terms, or by capitalising reserves. Home industrial issues, 
which are largely comprehended under the heading 
“ Others” in the third table, show a fall, from £171.5 
millions to £64.2 millions, which is substantially heavier 
than the reduction in direct and indirect official borrow- 
ing. The volume of business activity may be largely de- 
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Topics of 


The Nation and the Crisis.—Until hope dawned 
again on Wednesday, the tragic drama of preparation for 
war unfolded with gathering speed seemingly to an 
inevitable end. There have lately been those who have 
said falsely that democracy could not voluntarily face 
crisis with resolute action ; and others have said, with 
perhaps more truth, that we were not entirely ready with 
men and equipment to defend ourselves at home. In the 
last few days the critics have been more than confounded ; 
men and women in hundreds of thousands have rallied 
coolly and calmly to an urgent call; and the authorities, 
central and local, have caught up with astounding speed 
the leeway in air raid precautions and anti-aircraft 
defences which had only recently troubled clear-sighted 
observers. Sir Samuel Hoare’s announcgment on Sep- 
tember 22nd that a great A.R.P. publicity campaign 
would begin on October 3rd was outdated as soon as it 
was uttered. That very day centres for the fitting of gas- 
masks were established in Westminster ; and the Ministry 
of Health announced measures to organise the hospital 
system in the event of war. On the 23rd, men of the first 
anti-submarine flotilla at Weymouth and Portland were 
recalled from leave ; and the ensuing week-end, Saturday, 
24th, and Sunday, 25th, witnessed scenes of unprecedented 
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pendent upon the volume of new capital investment. If 
so, the comprehensive figures of new capital raised so far 
this year suggest that, even apart from political factors, 
no immediate and substantial industrial recovery is to be 
anticipated. 

The impact of the fall in the “new basis” figures on 
different economic groups may be traced in the second 
table. The reduction in the capital requirements of heavy 
industrial companies from over £25 millions to little over 
£34 millions is eloquent of changing market and economic 
conditions. Yet the change occurred while iron and steel 
profits were still showing a handsome advance over those 
of the preceding year. As soon as definite evidence of trade 
recession had accumulated—in other words, by the end of 
1937 at the latest—new capital expansion ceased quite 
abruptly. In the large manufacturing and miscellaneous 
group, the fall, while less marked, is still of the order 
of 50 per cent. And the analysis of total company issues in 
Table VI confirms what has been obvious in recent issue 
business—the virtual disappearance of the ordinary share 
issue immediately the security markets begin to hesitate. 

The fate of the principal issues of the past quarter 
(among which are numbered that comparative rarity—a 
corporation issue in August bank-holiday week) is shown 
in a supplementary table on page 51. During the past two 
months, the-gathering Stock Exchange crisis has taken toll 
of the majority of new issues which were made in July. 
Only one equity share—Beecham’s Pills deferred—saves 
this list from being composed entirely of fixed-interest and 
preference issues. 

It may not now be necessary, after all, to speculate On 
the fate of the capital market in the event of war. Yet it 
would be unreasonable to suppose that the need for control 
over borrowing will disappear in the near future. The 
authorities have a substantial programme of defence 
borrowing ahead of them, and they will presumably aim 
at keeping the market as clear as possible to raise what- 
ever amounts may be necessary at minimum cost. The 
averting of war at the last moment will restore gilt-edged 
prices to more normal levels. And there is no reason 
to suppose that the authorities would be unable to bend 
the gilt-edged market to their will, provided that borrow- 
ing was tactfully based on the larger purpose of public 
finance—neither to give anything unneedful away, nor to 
extract the last dram from a market which cannot work 
satisfactorily under conditions of considerable strain. 


the Week 


activity. The nation was making ready for the disaster 
which events abroad seemed to portend. Every man and 
woman was deeply relieved to learn that the London 
County Council was ready to evacuate half-a-million 
children from the menaced metropolis ; and other cities 
had similar plans in hand. In local areas there was now 
little sign of the dilatoriness which had caused critics to be 
fearful of the consequences only a few short weeks before. 
The fitting of gas-masks proceeded swiftly with only 
minor hitches ; and, most important of all, plans were 
rapidly put into practice on a wide scale to provide 
protection against high explosives. Trenches were dug 
in parks and open spaces; and the Home Office published 


a design for an emergency trench to be made by house- 
holders in their own gardens. 


* * * 


On Monday, the 26th, the pattern of official precautions 
against war and attack became clearer. The distribution 
of an A.R.P. handbook to every dwelling in the land was 
announced. Certain anti-aircraft units were called up as 
a precautionary measure. Volunteers for all forms of 
national service came forward in great numbers. Private 
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car owners were asked to place themselves in readiness to 
help in the removal of civil patients from hospitals if 
necessary; and the prices of bacon, ham, butter, cheese, 
lard, cooking fats and margarine were fixed for the next 
fourteen days. On Tuesday, the 27th, events entered a 
new and still more serious stage. At Clydebank the Queen 
conveyed a message of comfort and encouragement from 
the King. Active recruiting at territorial depots was in 
full swing. Eight London tube stations were closed for 
“ urgent structural modifications ” ; and the evacuation of 
infirm and disabled children from London began. The 
nation’s women were called upon to supply 25,000 
volunteers for a new Auxiliary Territorial Service ; and, 
male and female alike, citizens were urgently summoned 
for A.R.P. work. London’s anti-aircraft units, apart from 
the balloon barrage contingents, were now at full strength. 


* * * 


The country greeted Wednesday with courage and 
resignation. Four proclamations called up reserves of 
officers and men for the Royal Navy and Marines ; and 
England knows no surer sign of impending calamity than 
the mobilising of the fleet. People knew from the Press 
and the radio how serious the situation was, and they 
knew their duty. They had listened to Mr Chamberlain 
on Tuesday evening and they were under no illusions. 
Thousands of families were leaving London by rail and 
road ; and crowds of recruits for the defence services were 
clamouring at the depéts to help. Then came the Prime 
Minister’s dramatic call to Munich; and the wheel of 
tragedy was for a time arrested. But preparations went on ; 
and the whole world knew, when an agreement was 
announced on Thursday night, that England, hoping 
desperately for peace, and glad now that it seemed in sight, 
had made herself fully ready for war. 


* * * 


Mussolini’s Recent Speeches.—In an interrupted 
tour of north Italian towns which began at Trieste on 
September 18th and ended at Verona on September 26th, 
Signor Mussolini has delivered himself of a number of 
messages to the Italians and to the world in general. He 
has ranged himself on the side of Germany, whether it is 
to be peace or war. He has inflated—or tried to inflate— 
the national morale in face of a possible war against the 
democracies. He has shown a strong though sometimes 
obscured hope that it will be peace, a hope tempered by 
a great deal of warlike rhetoric and assurances that Italy 
will stand firm whatever chances may befall. In Trieste 
he produced an all-round solution for European problems 
by plebiscite wherever plebiscite was demanded, inspired, 
we learn, by a sentiment “ European rather than Italian.” 
“ We still hope even in this last hour for a peaceful issue,” 
he continued, “ We hope that if that is not possible the 
conflict may be localised, but if that cannot be done and 


a front is formed either for or against Prague, Italy knows 
on which side she will be.” For the relief of the seaport 
itself, cut off (though scarcely in its prime) by the 
Anschluss, he professed himself ready to do great things: 
it transpired that his main proposal for the comforting of 
Trieste lay in the establishment of a university “ for all 
the studies.” There is no spontaneous record of how this 
was received by the long-suffering Triestines. The Duce’s 
speeches at Padua, Belluno, Vicenza, and Verona were in 
the nature of running commentaries on the crisis enlivened 
by the utterance of various moral sentiments. At Padua he 
commented on German moderation in permitting a time- 
limit after the added provocation of a new Czech Govern- 
ment which was “ too friendly to Moscow”; and on the 
general situation stated that: “ During the last few days 
certain more or less influential parties and currents of 
opinion in the Western countries seem to have thought that 
the time had come to settle accounts with the totalitarian 
states. If that is to be the case those parties and opinions 
will not find themselves faced with two separate countries, 
but with two countries which will form a single bloc.” At 
Belluno he affirmed that Italy’s enemies beyond the Alps 
were “at least a quarter of a century behind the times,” 
and could not prevail; and at Vicenza on the next day 
warned his hearers that although Italy had not yet taken 
any special military measures “if the other nations con- 
tinue to call up reservists, and if there are further concen- 
trations of fleets, you will not be surprised if Italy takes 
similar measures.” 


* * * 


A tendency to deflate feelings of tension about the affairs 
of Central Europe was noticeable in each of these speeches. 
The identification of his point of view with that of Herr 
Hitler received final confirmation at Verona on September 
26th. Sole responsibility for relieving the dangers of war 
was thrown on to President Benes; and whilst the Duce 
gave recognition to Mr Chamberlain’s efforts in the 
interests of peace, he followed Herr Hitler again in stating 
that: “ The German memorandum (i.e. “ the last word ”’) 
does not deviate from the lines which were approved at the 
meeting in London.” The fate of Versailles, he averred, 
was being decided this week. The real climax of these 
speeches rests in Signor Mussolini’s readiness to act as 
mediator, which resulted in the Four Power meeting at 
Munich on Thursday. It is no criticism of the Italian 
people to say that some of the Duce’s remarks in recent 
speeches have implied that many Italians are anxious to 
avoid another war, especially a war in which they would 
be allied to Germany. His ability to bring together the 
Munich meeting (in the Italian Press it will seem like 
magic) must redound enormously to his prestige at home; 
for not only wilt it serve to convince many sceptics that 
his policy is one of peace, but it will also figure as a great 
personal triumph. And it would be unreasonable to suppose 
that there will be no rewards for the mediator. 
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Commonwealth Unity of Mind.—Statesmen of the 
British Commonwealth have been singularly outspoken on 
what would be the attitude of their Governments in case 
Britain were drawn into war. After a full Cabinet meeting, 
Mr Mackenzie King, the Prime Minister of Canada, said 
that his Government was “in complete accord with the 
statement Mr Chamberlain made to the world ” after Herr 
Hitler’s Berlin speech on Monday. The Prime Minister 
further said that his Government “ continued to keep in the 
closest touch with the grave developments in the European 
situation and were making preparations for any contin- 
gency and the immediate summoning of Parliament if 
efforts now being made to preserve peace in Europe failed. 
Similar assurances have come from Mr Lyons, the Prime 
Minister of Australia. “If war is to come,” he said on 
Tuesday, “it will not come by any reason of anything 
any British nation has done or failed to do. Our hands are 
clean. . . . Even as the clouds gather about us we still 
hope that peace may be preserved.” The attitude of the 
Australian Labour Opposition seems to be divided, for 
although Mr Curtin, leader of the Opposition, has come 
out for what the Sydney Morning Herald describes as a 
“ stay-at-home ” policy, the Council of Trade Unions has 
offered full support to the democratic nations. The place 
of New Zealand is even more definite. “ We fit in at all 
times to help the Mother Country,” said Mr Walter Nash, 
Minister of Finance and Marketing, on Tuesday, and was 
echoed by Mr Martin, the Minister of Agriculture, who 
said: “If the worst comes to the worst, New Zealand will 
be right behind Britain in a moment. Our Government are 
prepared to call upon and use all their resources to help.” 
South Africa is necessarily less resolved. General Hertzog, 
the Prime Minister, has not gone beyond an affirmation 
that “he would see to it that when it became necessary 
South Africa’s obligations towards the League of Nations 
would be carried out”; but he has refused to be driven 
to a declaration of neutrality by the efforts of Dr Malan, 
leader of the Cape Nationalist Party Congress, just as he 
has refused to endorse General Smuts’ announcements 
that South Africa would come to Britain’s aid. By Thurs- 
day, thirty-five Indian Princes had proffered their services 
to the King-Emperor, including the powerful Nizam of 
Hyderabad. In British India there is not yet, nor is there 
likely to be, a consensus of opinion either for or against 
military support. The Prime Minister of the Punjab, Sir 
Sikander Hyat Khan, has stated that “ Britain could rely 
on the steadfast support of the martial races of India,” by 
which he presumably meant the Moslems; but opinions in 
Congress are divided. Sympathies are strongly with Czecho- 
slovakia, but there are those who think with Mr Gandhi 
that intervention would violate the principle of non- 
violence, and those who think with Mr Jawaharlal Nehru 
that “ Britain’s first task is to eliminate empire from India” 
(as Mr Nehru wrote in a recent letter to The Manchester 
Guardian), and that Indian support must be conditional 
on such elimination. 


* * * 


Poland’s Future.—The fundamental aim of Polish 
foreign policy must always be to preserve neutrality in 
European war without risking territorial dismemberment, 
to balance the great forces which actuate Poland’s neigh- 
bours so as to obtain maximum possible leverage for sub- 
sidiary acts of policy and the maintenance of Poland’s 
claim to be a Great Power. During the past weeks Warsaw 
has watched the movement of neighbouring nations with 
eyes anxious for a sign. Since 1936 a marked movement 
towards the Berlin-Rome interest, favoured personally by 
Colonel Beck, emphasised the fall of Anglo-French prestige 
after the Abyssinian war. The Runciman Mission and the 
British commitments to Czechoslovakia which the Mission 
was thought to imply, reminded Warsaw that a pro- 
German policy was interchangeable at need for rap- 
prochement with Paris; and the steadiness with which 
both France and Britain interested themselves in the affairs 
ef Central Europe provided the necessary persuasion that 
this was a moment for trimming policy away from Ger- 
many. Scarcely had a more amiable face been turned 
towards the Czechs than Mr Chamberlain had visited 
Berchtesgaden and, as it turned out, agreed to secession of 
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the German areas in Czechoslovakia. Fanned by the con- 
trolled Press, public opinion in Poland swung quickly and, 
as in Germany, seemed to apprehend nothing but a 
localised war. According to precept, the Polish Govern- 
ment took immediate advantage of this situation to demand 
identical treatment for the Teschen enclave as was 
accorded to the Sudeten areas, threatening invasion by 
moving up troops to the frontier. Diplomatic exchanges 
between Warsaw and Prague revealed that the Poles had 
sent a virtual ultimatum, to which President Benes had 
replied with a personal letter to President Moscicki agree- 
ing, it appeared, to negotiate for a secession of territory. 
Meanwhile Poland was ready to use force: the frontiers 
were closed and soldiers stood to arms. Over the weck-end 
Poland, or at least the politicians in Warsaw, with dis- 
agreeable surprise to themselves, began to realise that 
Czechoslovakia might not after all be standing alone. The 
Soviet Government presented a note reminding Warsaw 
that invasion of Slovakia would mean immediate cancel- 
lation of the Soviet-Polish non-aggression treaty; and, more 
ominously, France and Britain began to prepare for war. 
By Wednesday the trimming process was again at work on 
Polish foreign policy, this time working towards the 
Western Powers, and Prague received a Polish note which 
was understood to agree to negotiate on secession of terri- 
tory, possibly on the basis of the Anglo-French pian, with- 
out laying down any time limit. But on Thursday, possibly 
in view of the Munich meeting, this tentative settlement 
was denied by the Polish Foreign Office. Whatever may 
be the outcome of these present days, it may fairly be 
assumed that Poland will continue to apply that process of 
trimming by response to Franco-British weakness with a 
movement towards Germany, and vice versa. It would be 
inconceivable that with France, Britain and Russia in the 
field, and with the known democratic sympathies of the 
Polish peasant, Poland could ever afford to abandon its 
stand for neutrality unless in a sense inimical to Germany. 


* * * 


Hungary's Dilemma. — A small country with 
limited natural resources, small industry, and military 
strength hindered for twenty years by restrictive measures 
imposed by the Treaty of Trianon and so obliged to 
develop what size it can by methods more or less clandes- 
tine, is compassed on three sides by an entente pledged to 
resist this small country’s aggression on any of its three 
well-armed members, and on the fourth side by an over- 
weening friend whose claims may well be both irresistible 
and disastrous. In any large-scale conflict which embroils 
Central Europe Hungary will hold a key strategic position 
buffering Germany from Roumania and Russia. How does 
Hungarian foreign policy deal with the potentialities of 
such a situation? If the Government of M. Imredy, hoping 
to regain the Magyar lands lost in 1918, were ever to take 
up arms with Germany and permit the passage of German 
troops across the Hungarian plains, those plains would be- 
come a battlefield for the Germans, the Czechs, the Rou- 
manians, the Russians and possibly the Jugoslavs. But if 
Hungary should declare for neutrality in any event, as pre- 
sent reports from Budapest indicate that she will, there 
must remain the fear that Hungarian territory might be 
violated by one side or the other striving to gain decisive 
advantage. This somewhat simple calculation is compli- 
cated in the minds of Hungarian statesmen by the know- 
ledge that opponents at home will take immediate advan- 
tage of any hesitation shown over irredentist claims to 
southern Slovakia. When France and Britain appeared to 
be revealing weakness early last week M. Imredy and 
M. de Kanya accordingly flew to Berchtesgaden to obtain, 
if possible, Hungarian participation in any Reich-dictated 
settlement of Czechoslovakia’s minorities. With France and 
Britain mobilising for war this week and Roumania show- 
ing no particular disfavour to Russian proposals of aid for 
Prague, Hungary began to wobble early in the week and 
show signs of shifting to the other foot. Hungary’s position 
is very like that of Poland’s, and the preservation of neu- 
trality will presumably be the firm intention in case ot 
war. Whether Roumania and Jugoslavia were both ready 
as the Statute of the Little Entente enjoins, to protect 
Czechoslovakia against attack from Hungary, was not clear. 
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M. Stoyadinovich and M. Petrescu-Comnen had a meet- 
ing over the week-end at Subotica, following which came 
reiterated reports of Jugoslav and Roumanian démarches 
in Budapest warning Hungary that the Little Entente 
would act together; but these reports were never 
officially confirmed. Demonstrations in support of Czecho- 
slovakia occurred in Belgrade, sponsored chiefly by the 
Sokol and student organisations; the Government Press 
confined itself to vague generalisations in a sense usually 
favourable to Germany. While Jugoslavia’s attitude had to 
remain uncertain until Signor Mussolini had finally com- 
mitted himself, that of Roumannia has been less ill-defined. 
Sympathies seem definitely in favour of the democratic 
Powers, and rumour which sprang from M. Litvinoff’s 
meeting at Geneva with M. Petrescu-Comnen had it 
that, were France and Britain involved in war, Roumania 
would permit the passage of Russian military aid across 
its territory. In the event, this rumour might have proved 
to be based on more than wishful thinking; but the diffi- 
culties of communications across northern Roumania were 
at no time lost sight of. Meanwhile the Cabinet took 
defence measures in preparation for the worst. 


* * * 


The Straits in Time of War.—In contrast with 
their history the countries of the Southern Balkans have 
found themselves standing apart from the menace to 
peace. During the last few weeks the King of Bulgaria 
has gone in his own time from Balmoral to Berlin; and 
thence to visit Prince Paul of Jugoslavia at Bled, where 
he arrived last Monday, charged, it was rumoured, with a 
mission from Herr Hitler. In any case, he could wish for 
nothing but peace, for not only would a general conflict 
have offered him no returns, but he was surrounded by 
countries of the Balkan Entente sworn to preserve the status 
quo. Of those countries, Roumania and Jugoslavia might 
well have had great decisions before them, but from 
Greece and Turkey came no news except for an isolated 
statement made by the Turkish Under-Secretary of 
Foreign Affairs to the British Ambassador, Sir Percy 
Loraine, concurring with the general belief that his coun- 
try’s policy would not run counter to Great Britain. Trade 
and political relations between this country and Turkey 
have become very cordial in the past few years; and we 
may remain glad of this cordiality, for passage through 
the Straits, over which Turkey has now complete military 
control, could in case of war become vital to the Allies. 


* * * 


The terms of the Montreux Convention of July, 1936, 
regarding the regime of the Straits, repay study. Applica- 
tion to any Power of Article 16 of the League Covenant 
would bring into effect Article 25 of the Convention, which 
provides that nothing in the Convention shall prejudice con- 
tracting members’ rights and obligations under the 
Covenant. In view of Turkey’s League membership this 
provision vitally affects the regime of the Straits, which 
in time of war would briefly be as follows: Turkey not 
being belligerent, merchant vessels under any flag and with 
any kind of cargo enjoy freedom of transit and navigation 
in the Straits. If Turkey were at war, merchant vessels not 
belonging to a country at war with Turkey enjoy the same 
freedom on condition that they do not in any way assist 
the enemy. For vessels of war (subject to provisions re- 
garding tonnage, method of transit, notification, etc.), with 
Turkey remaining neutral, permission is granted for com- 
plete freedom of transit and navigation through the Straits :: 
but “ vessels of war belonging to belligerent Powers shall 
not, however, pass through the Straits except in cases aris- 
ing out of the application of Article 25 and in cases of 
assistance rendered to a State victim of aggression in virtue 
of a treaty of mutual assistance binding Turkey, concluded 
within the framework of the Covenant of the League of 
Nations . . . .” The immense importance of this para- 
graph becomes apparent on reflection that in case of war 
no warships of a country not a member of the League might 


pass through the Straits, while, on the other hand, the 
navies of the League States would become eligible, given 
invocation of Article 16 of the League Covenant, to pass 
to and fro between the Mediterranean and the Black Sea. 


* * * 


A Forgotten Crisis.—The details of the notorious 
Sandys case which so excited political passions before the 
adjournment of Parliament at the end of July were never 
of first-class importance. Wednesday’s report of the Select 
Committce of the House of Commons, appointed to in- 
vestigate the circumstances which led Mr Duncan Sandys, 
M.P., to complain that he had been threatened with pro- 
ceedings under the Official Secrets Act, because he would 
not divulge the source of secret information about anti- 
aircraft equipment collected in the course of pursuing his 
Parliamentary duties, reveals no more than a chapter of 
trivial misunderstandings. The findings of the Committee 
were scarcely noticed under the broken skies of the inter- 
national scene. Mr Sandys, they report, obtained what 
was undoubtedly secret information from a fellow Terri- 
torial officer who himself convinced the Committee that he 
divulged it on Mr Sandys’ assurance that the details would 
only be communicated privately to the Secretary of State 
for War. By sending to Mr Hore Belisha the draft of a 
Parliamentary question on the matter, Mr Sandys con- 
veyed the impression that he intended to make important 
secrets public. It is Mr Sandys’ contention that this step 
was no more than a matter of form to elicit a private 
assurance from the Secretary of State. His conduct was, 
in the Committee’s phrase, “ disingenuous.” 


* * * 


Nor did his political superiors act with marked tactful- 
ness. Mr Hore Belisha very properly consulted the Prime 
Minister and the Attorney-General on the military, poli- 
tical and legal aspects of the case; but, unwisely, as the 
Committee suggest, the Attorney-General, not Mr Hore 
Belisha, then saw Mr Sandys and left the erroneous im- 
pression in his mind that he was being threatened with 
legal proceedings. On the more specific issue of the 
actual leakage of information, too, there were misunder- 
standings. Captain Hogan, Mr Sandys’ informant, made 
no attempt to hide his responsibility, and although Lord 
Gort, Chief of the Imperial Staff, did not at the time fully 
grasp what he was being told, he was in fact informed 
by Captain Hogan’s superior officer to that effect. The 
Committee fully accept Captain Hogan’s good faith in the 
matter; and, unlike the House of Commons, which was 
not properly acquainted with the facts when a decision 
was made, they consider that the summons of Mr Sandys, 
as a Territorial officer, to the Military Court of Inquiry, 
despite the fact that he was a Member of Parliament, was 
quite in order. An unfortunate incident is now in itself 
satisfactorily closed. But the Committee have still to con- 
sider the wider issue of the position of M.P.s under the 
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Commonwealth Unity of Mind.—Statesmen of the 
British Commonwealth have been singularly outspoken on 
what would be the attitude of their Governments in cas¢ 
Britain were drawn into war. After a full Cabinet meeting, 
Mr Mackenzie King, the Prime Minister of Canada, said 
that his Government was “in complete accord with the 
statement Mr Chamberlain made to the world ” after Herr 
Hitler’s Berlin speech on Monday. The Prime Minister 
further said that his Government “ continued to keep in the 
closest touch with the grave developments in the European 
situation and were making preparations for any contin- 
gency and the immediate summoning of Parliament if 
efforts now being made to preserve peace in Europe failed. 
Similar assurances have come from Mr Lyons, the Prime 
Minister of Australia. “If war is to come,” he said on 
Tuesday, “it will not come by any reason of anything 
any British nation has done or failed to do. Our hands are 
clean. . . . Even as the clouds gather about us we still 
hope that peace may be preserved.” The attitude of the 
Australian Labour Opposition seems to be divided, for 
although Mr Curtin, leader of the Opposition, has come 
out for what the Sydney Morning Herald describes as a 
“ stay-at-home ” policy, the Council of Trade Unions has 
offered full support to the democratic nations. The place 
of New Zealand is even more definite. “ We fit in at all 
times to help the Mother Country,” said Mr Walter Nash, 
Minister of Finance and Marketing, on Tuesday, and was 
echoed by Mr Martin, the Minister of Agriculture, who 
said: “If the worst comes to the worst, New Zealand will 
be right behind Britain in a moment. Our Government are 
prepared to call upon and use all their resources to help.” 
South Africa is necessarily less resolved. General Hertzog, 
the Prime Minister, has not gone beyond an affirmation 
that “he would see to it that when it became necessary 
South Africa’s obligations towards the League of Nations 
would be carried out”; but he has refused to be driven 
to a declaration of neutrality by the efforts of Dr Malan, 
leader of the Cape Nationalist Party Congress, just as he 
has refused to endorse General Smuts’ announcements 
that South Africa would come to Britain’s aid. By Thurs- 
day, thirty-five Indian Princes had proffered their services 
to the King-Emperor, including the powerful Nizam of 
Hyderabad. In British India there is not yet, nor is there 
likely to be, a consensus of opinion either for or against 
military support. The Prime Minister of the Punjab, Sir 
Sikander Hyat Khan, has stated that “ Britain could rely 
on the steadfast support of the martial races of India,” by 
_ which he presumably meant the Moslems; but opinions in 
Congress are divided. Sympathies are strongly with Czecho- 

slovakia, but there are those who think with Mr Gandhi 
that intervention would violate the principle of non- 
violence, and those who think with Mr Jawaharlal Nehru 
that “ Britain’s first task is to eliminate empire from India” 
(as Mr Nehru wrote in a recent letter to The Manchester 


Guardian), and that Indian support must be conditional 
on such elimination. 


* * + 


Poland’s Future.—The fundamental aim of Polish 
foreign policy must always be to preserve neutrality in 
European war without risking territorial dismemberment, 
to balance the great forces which actuate Poland’s neigh- 
bours so as to obtain maximum possible leverage for sub- 
sidiary acts of policy and the maintenance of Poland’s 
claim to be a Great Power. During the past weeks Warsaw 
has watched the movement of neighbouring nations with 
eyes anxious for a sign. Since 1936 a marked movement 
towards the Berlin-Rome interest, favoured personally by 
Colonel Beck, emphasised the fall of Anglo-French prestige 
after the Abyssinian war. The Runciman Mission and the 
British commitments to Czechoslovakia which the Mission 
was thought to imply, reminded Warsaw that a pro- 
German policy was interchangeable at need for rap- 
prochement with Paris; and the steadiness with which 
both France and Britain interested themselves in the affairs 
ef Central Europe provided the necessary persuasion that 
this was a moment for trimming policy away from Ger- 
many. Scarcely had a more amiable face been turned 
towards the Czechs than Mr Chamberlain had visited 
Berchtesgaden and, as it turned out, agreed to secession of 
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the German areas in Czechoslovakia. Fanned by the con- 
trolled Press, public opinion in Poland swung quickly and, 
as in Germany, seemed to apprehend nothing but a 
localised war. According to precept, the Polish Govern- 
ment took immediate advantage of this situation to demand 
identical treatment for the Teschen enclave as was 
accorded to the Sudeten areas, threatening invasion by 
moving up troops to the frontier. Diplomatic exchanges 
between Warsaw and Prague revealed that the Poles had 
sent a virtual ultimatum, to which President Benes had 
replied with a personal letter to President Moscicki agree- 
ing, it appeared, to negotiate for a secession of territory. 
Meanwhile Poland was ready to use force: the frontiers 
were closed and soldiers stood to arms. Over the weck-end 
Poland, or at least the politicians in Warsaw, with dis- 
agreeable surprise to themselves, began to realise that 
Czechoslovakia might not after all be standing alone. The 
Soviet Government presented a note reminding Warsaw 
that invasion of Slovakia would mean immediate cancel- 
lation of the Soviet-Polish non-aggression treaty; and, more 
ominously, France and Britain began to prepare for war. 
By Wednesday the trimming process was again at work on 
Polish foreign policy, this time working towards the 
Western Powers, and Prague received a Polish note which 
was understood to agree to negotiate on secession of terri- 
tory, possibly on the basis of the Anglo-French plan, with- 
out laying down any time limit. But on Thursday, possibly 
in view of the Munich meeting, this tentative settlement 
was denied by the Polish Foreign Office. Whatever may 
be the outcome of these present days, it may fairly be 
assumed that Poland will continue to apply that process of 
trimming by response to Franco-British weakness with a 
movement towards Germany, and vice versa. It would be 
inconceivable that with France, Britain and Russia in the 
field, and with the known democratic sympathies of the 
Polish peasant, Poland could ever afford to abandon its 
stand for neutrality unless in a sense inimical to Germany. 


* * * 


Hungary’s Dilemma. — A small country with 
limited natural resources, small industry, and military 
strength hindered for twenty years by restrictive measures 
imposed by the Treaty of Trianon and so obliged to 
develop what size it can by methods more or less clandes- 
tine, is compassed on three sides by an entente pledged to 
resist this small country’s aggression on any of its three 
well-armed members, and on the fourth side by an over- 
weening friend whose claims may well be both irresistible 
and disastrous. In any large-scale conflict which embroils 
Central Europe Hungary will hold a key strategic position 
buffering Germany from Roumania and Russia. How does 
Hungarian foreign policy deal with the potentialities of 
such a situation? If the Government of M. Imredy, hoping 
to regain the Magyar lands lost in 1918, were ever to take 
up arms with Germany and permit the passage of German 
troops across the Hungarian plains, those plains would be- 
come a battlefield for the Germans, the Czechs, the Rou- 
manians, the Russians and possibly the Jugoslavs. But if 
Hungary should declare for neutrality in any event, as pre- 
Sent reports from Budapest indicate that she will, there 
must remain the fear that Hungarian territory might be 
violated by one side or the other striving to gain decisive 
advantage. This somewhat simple calculation is compli- 
cated in the minds of Hungarian statesmen by the know- 
ledge that opponents at home will take immediate advan- 
tage of any hesitation shown over irredentist claims to 
southern Slovakia. When France and Britain appeared to 
be revealing weakness early last week M. Imredy and 
M. de Kanya accordingly flew to Berchtesgaden to obtain, 
if possible, Hungarian participation in any Reich-dictated 
settlement of Czechoslovakia’s minorities. With France and 
Britain mobilising for war this week and Roumania show- 
ing no particular disfavour to Russian proposals of aid for 
Prague, Hungary began to wobble early in the week and 
show signs of shifting to the other foot. Hungary’s position 
is very like that of Poland’s, and the preservation of neu- 
trality will presumably be the firm intention in case ot 
war. Whether Roumania and Jugoslavia were both ready 
as the Statute of the Little Entente enjoins, to protect 
Czechoslovakia against attack from Hungary, was not clear. 

















October 1, 1938 





THE ECONOMIST 9 


nnn SS esata tnshapassessinunsesisiasienesteaeunecusp 


M. Stoyadinovich and M. Petrescu-Comnen had a meet- 
ing over the week-end at Subotica, following which came 
reiterated reports of Jugoslav and Roumanian démarches 
in Budapest warning Hungary that the Little Entente 
would act together; but these reports were never 
officially confirmed. Demonstrations in support of Czecho- 
slovakia occurred in Belgrade, sponsored chiefly by the 
Sokol and student organisations; the Government Press 
confined itself to vague generalisations in a sense usually 
favourable to Germany. While Jugoslavia’s attitude had to 
remain uncertain until Signor Mussolini had finally com- 
mitted himself, that of Roumannia has been less ill-defined. 
Sympathies seem definitely in favour of the democratic 
Powers, and rumour which sprang from M. Litvinoff’s 
meeting at Geneva with M. Petrescu-Comnen had it 
that, were France and Britain involved in war, Roumania 
would permit the passage of Russian military aid across 
its territory. In the event, this rumour might have proved 
to be based on more than wishful thinking; but the diffi- 
culties of communications across northern Roumania were 
at no time lost sight of. Meanwhile the Cabinet took 
defence measures in preparation for the worst. 


* * * 


The Straits in Time of War.—In contrast with 
their history the countries of the Southern Balkans have 
found themselves standing apart from the menace to 
peace. During the last few weeks the King of Bulgaria 
has gone in his own time from Balmoral to Berlin; and 
thence to visit Prince Paul of Jugoslavia at Bled, where 
he arrived last Monday, charged, it was rumoured, with a 
mission from Herr Hitler. In any case, he could wish for 
nothing but peace, for not only would a general conflict 
have offered him no returns, but he was surrounded by 
countries of the Balkan Entente sworn to preserve the status 
quo. Of those countries, Roumania and Jugoslavia might 
well have had great decisions before them, but from 
Greece and Turkey came no news except for an isolated 
statement made by the Turkish Under-Secretary of 
Foreign Affairs to the British Ambassador, Sir Percy 
Loraine, concurring with the general belief that his coun- 
try’s policy would not run counter to Great Britain. Trade 
and political relations between this country and Turkey 
have become very cordial in the past few years; and we 
may remain glad of this cordiality, for passage through 
the Straits, over which Turkey has now complete military 
control, could in case of war become vital to the Allies. 


* * * 


The terms of the Montreux Convention of July, 1936, 
regarding the regime of the Straits, repay study. Applica- 
tion to any Power of Article 16 of the League Covenant 
would bring into effect Article 25 of the Convention, which 
provides that nothing in the Convention shall prejudice con- 
tracting members’ rights and obligations under the 
Covenant. In view of Turkey’s League membership this 
provision vitally affects the regime of the Straits, which 
in time of war would briefly be as follows: Turkey not 
being belligerent, merchant vessels under any flag and with 
any kind of cargo enjoy freedom of transit and navigation 
in the Straits. If Turkey were at war, merchant vessels not 
belonging to a country at war with Turkey enjoy the same 
freedom on condition that they do not in any way assist 
the enemy. For vessels of war (subject to provisions re- 
garding tonnage, method of transit, notification, etc.), with 
Turkey remaining neutral, permission is granted for com- 
plete freedom of transit and navigation through the Straits :: 
but “ vessels of war belonging to belligerent Powers shall 
not, however, pass through the Straits except in cases aris- 
ing out of the application of Article 25 and in cases of 
assistance rendered to a State victim of aggression in virtue 
of a treaty of mutual assistance binding Turkey, concluded 
within the framework of the Covenant of the League of 
Nations . . . .” The immense importance of this para- 
graph becomes apparent on reflection that in case of war 
no warships of a country not a member of the League might 


pass through the Straits, while, on the other hand, the 
navies of the League States would become eligible, given 
invocation of Article 16 of the League Covenant, to pass 
to and fro between the Mediterranean and the Black Sea. 


* * * 


A Forgotten Crisis.--The details of the notorious 
Sandys case which so excited political passions before the 
adjournment of Parliament at the end of July were never 
of first-class importance. Wednesday’s report of the Select 
Committee of the House of Commons, appointed to in- 
vestigate the circumstances which led Mr Duncan Sandys, 
M.P., to complain that he had been threatened with pro- 
ceedings under the Official Secrets Act, because he would 
not divulge the source of secret information about anti- 
aircraft equipment collecied in the course of pursuing his 
Parliamentary duties, reveals no more than a chapter of 
trivial misunderstandings. The findings of the Committee 
were scarcely noticed under the broken skies of the inter- 
national scene. Mr Sandys, they report, obtained what 
was undoubtedly secret information from a fellow Terri- 
torial officer who himself convinced the Committee that he 
divulged it on Mr Sandys’ assurance that the details would 
only be communicated privately to the Secretary of State 
for War. By sending to Mr Hore Belisha the draft of «a 
Parliamentary question on the matter, Mr Sandys con- 
veyed the impression that he intended to make importaat 
secrets public. It is Mr Sandys’ contention that this step 
was no more than a matter of form to elicit a private 
assurance from the Secretary of State. His conduct was, 
in the Committee’s phrase, “ disingenuous.” 


* * * 


Nor did his political superiors act with marked tactful- 
ness. Mr Hore Belisha very properly consulted the Prime 
Minister and the Attorney-General on the military, poli- 
tical and legal aspects of the case; but, unwisely, as the 
Committee suggest, the Attorney-General, not Mr Hore 
Belisha, then saw Mr Sandys and left the erroneous im- 
pression in his mind that he was being threatened with 
legal proceedings. On the more specific issue of the 
actual leakage of information, too, there were misunder- 
standings. Captain Hogan, Mr Sandys’ informant, made 
no attempt to hide his responsibility, and although Lord 
Gort, Chief of the Imperial Staff, did not at the time fully 
grasp what he was being told, he was in fact informed 
by Captain Hogan’s superior officer to that effect. The 
Committee fully accept Captain Hogan’s good faith in the 
matter; and, unlike the House of Commons, which was 
not properly acquainted with the facts when a decision 
was made, they consider that the summons of Mr Sandys, 
as a Territorial officer, to the Military Court of Inquiry, 
despite the fact that he was a Member of Parliament, was 
quite in order. An unfortunate incident is now in itself 
satisfactorily closed. But the Committee have still to con- 
sider the wider issue of the position of M.P.s under the 
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Official Secrets Act. Here graver questions of vital im- 
portance to the working of Parliamentary democracy are 
involved, and Parliament, when quieter days return, will 
be morally obliged to consider and possibly amend the 
Official Secrets legislation in the light of the principles 
by which we are ruled through our elected representatives. 


* * * 


Savings and Security.—A notable change has been 
effected in the lives of millions of working people and 
their families by the granting of holidays with pay. 
The National Savings Movement has played an important 
part by assisting employers to administer holiday schemes 
and by encouraging employees to derive full value from 
their new opportunities by supplementing holiday 
payments with personal savings. Sir Robert Kindersley, 
President of the National Savings Committee, in a speech 
at Llandudno last week, laid stress upon this and other 
socially valuable aspects of the Movement. In particular, 
he addressed himself to the grievous insecurity of employ- 
ment which persists among large sections of the population 
who have very little margin from their wages to set aside 
against bad times. People of small means with three or 
four children find it practically impossible to save, and 
the children suffer in nutrition and health. Where saving, 
however slight, is possible, the Movement can, and does, 
help. No inconsiderable proportion of the record total 
of £1,433,600,000 held by Post Office Savings Banks 
and Trustee Savings Banks or invested in National 
Savings Certificates on March 31, 1938, is the fruit of 
thrift among persons of very slender resources. 


* * * 


But the Movement is helpless before the plight of 
the worst sufferers from insecurity; and Sir Robert 
Kindersley last week lent his authority as an economist 
and statistician to proposals that some sort of scheme 
to provide family allowances should be instituted. 
Allowances by individual firms or industries existed and 
were excellent; but these were not feasible in highly 
competitive trades. The State could with justice step in, 
the more logically because already income-tax payers 
received a remission for each of their children. Five 
shillings a week for each child after the third would cost 
only £7 millions a year. Five shillings for every working- 
class child would cost just over £100 millions. For the 
moment, social service expenditure has come perilously 
near its economic limit. But Sir Robert, who believes in 
economy as well as being an economist, agrees with very 
many people (including this journal) that money spent 
on family allowances would be very well spent. 


* * * 


Mr Roosevelt and the Primaries.—President 
Roosevelt is not having very much success in his attempt 
to turn the Democratic Party into a Liberal Party. So 
long as he confined himself to open support of those of 
his friends who are facing re-election, he was fortunate. 
Mr Pepper won a victory in Florida which was interpreted 
as meaning Southern support for the Wage and Hour 
Bill and helped that measure to enactment. Senator 
Barkley was re-nominated in Kentucky by an un- 
expectedly large margin. These successes encouraged the 
President to go over to the attack. A few of his most 
persistent opponents within his own party were listed to 
be “ purged.” The list included three Senators—Smith 
of South Carolina, Tydings of Maryland and George of 

—and one Representative, Mr O’Connor of New 
York. The three Senators have now all survived, and Mr 
O’Connor seems to be the solitary victim of the “ purge.” 
Mr Tydings’ re-nomination in Maryland was a par- 
ticularly bitter blow. The President had personally 
“invaded ” the State during the campaign. Moreover, it 
was the only one of his attempts in which he had the 
whole-hearted support of his Postmaster-General, Mr 
Farley, the controller of the national machinery of the 
Democratic party. There is no question that, for the 
moment at least, Mr Roosevelt has done himself harm by 
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this attempt to influence the primaries. The outburst 
of envenomed criticism from those who disapprove on 
principle of all Mr Roosevelt’s acts may, perhaps, be 
disregarded. But the harmony of the President's nominal 
majority in Congress has hardly been increased, and it 
has been shown that the President’s command over the 
electorate is not unlimited. But it may well be that Mr 
Roosevelt has his eye on 1940 rather than on 1938. 


* ~ * 


Towards Hankow.—With the Japanese advancing 
ever nearer to Hankow, another climax of the war in China 
seems imminent. In the third week of September the 
offensive developed a fourth point of attack, when in 
addition to the assaults on Teian, Wusueh and above 
Kwangtsi, each of which is still meeting vigorous resistance 
involving very high casualties, Japanese columns moved 
north-westwards into the province of Honan, occupying 
Loshan on September 21st and heavily bombing Sinyang 
on the Peiping-Hankow railway, and thence penetrated 
southwards into Hupeh to points scarcely more than one 
hundred miles from their final objective. On Monday last 
the Japanese claimed to have occupied the Split Hill forts 
on the Yangtze above Wusueh, and the way seemed clear 
for a direct assault by river on Hankow. The Chinese are 
fighting desperately, but appear unable to halt the advance. 
As with other big successes of the Japanese campaign, there 
is a fairly ready assumption in this country that the gaining 
of Hankow will not yield decisive victory to the invaders; 
the Chinese, it is said, will merely retreat farther into their 
vast territories, recuperate armed strength from their num- 
berless peoples, and continue the struggle against an enemy 
whose lines of communication are ever drawing out and 
straining upon his power of attack, and who is harried by 
guerillas as soon as his front-line soldiers have passed. A 
writer in The Economist for September 17th thought 
differently. He pointed out that Hankow is of vital import- 
ance to the Chinese as “ an essential function of the main 
lines of communication by which the parts of China still 
free from Japanese invasion are held together under a 
central authority,” and that by holding the Yangtze from 
the sea to the gorges of Ichang the invaders would have 
cut China in two and won a great part of their war objec- 
tives. The determined Chinese resistance before Hankow, 
now lasting for many weeks, suggests that there is truth in 
this view. Meanwhile General Ugaki, the Japanese Foreign 
Minister, has resigned on a dispute over the scope and 
authority of the projected central bureau which is to handle 
Japanese interests in China; and the League has now 
applied Article 16 to Japan, leaving each Member to 
reserve its attitude to sanctions. 


* * * 


No Waiting in London Streets.—The most unfor- 
tunate fact about traffic congestion and its cure is that 
many persons have, quite naturally, a vested interest in the 
state of traffic as it is. On Friday of last week the Minister 
of Transport published an order proposing to forbid motor- 
vehicles to wait by the pavement in any of the streets in 
West and Central London, as well as in other areas on the 
North bank of the river. Immediately there were strong 
and widespread protests from traders, especially in the 
West End, against this drastic scheme. Traders depend for 
their livelihood upon customers being able to visit their 
shops conveniently, and the no-waiting ban would strike 
at the West End’s most remunerative trade. On reflection, 
however, it would seem true to say that it is already 
impossible to leave a motor-car outside any shop in the 
main streets of the West End for the period needed for 
deliberate shopping; and even the traders’ own vans are 
not permitted to stand after an earl 


: y hour in the morning. 
The real grievance of traders and shoppers is surely that 


insufficient convenient garage and parking space is at 
present provided in those areas where the presence of 
waiting cars cannot, for the sake of traffic mobility and 
public safety, be easily tolerated. London must unhappily 
abide by the inconvenient consequences of its own mon- 
strosity. But at least the authorities should have an inte- 
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grated policy for solving its problems; to regulate by bits 
and pieces is merely irritating. Meanwhile, shoppers in the 
West End would do well to walk or travel by bus. 


* * * 


Industrial Migration.—In July, 1937, the Ministry 
of Labour conducted an investigation by sample into the 
places where unemployment insurance books were 
initially issued and the places where they were exchanged 
in that month. The results, published in this month’s 
Gazette, throw a sharp light upon the way in which 
workers have moved about the country in search of work. 
Of the books issued in Wales, for instance, over 16 per 
cent. were exchanged outside that division. And of the 
books exchanged in the London and South Eastern Area 
more than 10 per cent. had been issued outside this area. 
The following table of the number of books issued and 
exchanged in each of the Ministry’s divisions shows clearly 
the drift to the Midlands and the South from the 
depressed areas. 
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1937 
000 000 000 
2,187 2,364 + 177 
1,217 1,252 + 35 
623 629 + 6 
911 900 — il 
898 861 — 37 
1,265 1,225 — 4 
631 569 — 62 
537 468 — 69 





Notable features are the relatively favourable position of. 
the North East, the wholesale movement from Wales, and 
the small increase in the South West whence many have 
moved over the border, into the London and South 
Eastern Area. 
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No. 1. 
Lord Runciman to the Prime Minister. (') 


Westminster, S.W.1, 
My dear Prime Minister, September 21, 1938. 


WHEN I undertook the task of mediation in the contro- 
versy between the Czechoslovak Government and the Sudeten 
German party, I was, of course, left perfectly free to obtain 
my own information and to draw my own conclusions. I 
was under no obligation to issue any kind of report. In 
Present circumstances, however, it may be of assistance to 
you to have the final views, which I have formed as a result 
of my Mission, and certain suggestions which I believe 
Should be taken into consideration, if anything like a per- 
manent solution is to be found. 

The problem of political, social and economic relations 
between the Teuton and Slav races in the area which is now 
called Czechoslovakia is one which has existed for many 
Centuries with periods of acute struggle and periods of com- 
Parative peace. It is no new problem, and in its present stage 
there are at the same time new factors and also old factors 
which would have to be considered in any detailed review. 

When I arrived in Prague at the beginning of August, the 
questions which immediately confronted me were (1) consti- 
tutional, (2) political and (3) economic. The constitutional 





(*) Nore.—A similar letter was addressed by Lord Seenetenen 
to President Benes on September 21, 1938. ' 


question was that with which I was immediately anc directly 
concerned. At that time it implied the provision of some 
degree of home rule for the Sudeten Germans within the 
Czechoslovak Republic; the question of self-determination 
had not yet arisen in an acute form. My task was to make 
myself acquainted with the history of the question, with the 
Principal persons concerned, and with the suggestions for a 
solution proposed by the two sides, viz., by the Sudeten 
German party in the “Sketch” submitted to the Czecho- 
slovak Government on the 7th June (which was by way of 
embodying the 8 points of Herr Henlein’s speech at Karls- 
bad), and by the Czechoslovak Government in their draft 
Nationality Statute, Language Bill, and Administrative 
Reform Bill. 

It became clear that neither of these sets of proposals was 
sufficiently acceptable to the other side to permit further 
negotiations on this basis, and the negotiations were sus- 
pended on the 17th August. After a series of private discus- 
sions between the Sudeten leaders and the Czech authorities, 
a new basis for negotiations was adopted by the Czechoslovak 
Government and was communicated to me on the 5th Sep- 
tember, and to the Sudeten leaders on the 6th September. 
This was the so-called 4th Plan. In my opinion—and, [ 
believe, in the opinion of the more responsible Sudeten 
leaders—this plan embodied almost all the requirements of 
the Karlsbad 8 points, and with a little clarification and 
extension could have been made to cover them in their 
entirety. Negotiations should have at once been resumed on 
this favourable and hopeful basis; but little doubt remains 
in my mind that the very fact that they were so favourable 
operated against their chances, with the more extreme mem- 
bers of the Sudeten German party. It is my belief that the 
incident arising out of the visit of certain Sudeten German 
Deputies to investigate into the case of persons arrested ior 
arms smuggling at Mahrisch-Ostrau was used in order to 
provide an excuse for the suspension, if not for the breaking 
off, of negotiations. The Czech Government, however, at 
once gave way to the demands of the Sudeten German party 
in this matter, and preliminary discussions of the 4th Plan 
were resumed on the 10th September. Again, I am convinced 
that this did not suit the policy of the Sudeten extremists, 
and that incidents were provoked and instigated on the 11th 
September and, with greater effect after Herr Hitler’s speech, 
on the 12th September. As a result of the bloodshed and 
disturbance thus caused, the Sudeten delegation refused to 
meet the Czech authorities as had been arranged on the 13th 
September. Herr Henlein and Herr Frank presented a new 
series of demands—withdrawal of State police, limitation of 
troops to their military duties, etc., which the Czechoslovak 
Government were again prepared to accept on the sole condi- 
tion that a representative of the party came to Prague to 
discuss how order should be maintained. On the night of the 
13th September this condition was refused by Herr Henlein, 
and all negotiations were completely broken off. 

It is quite clear that we cannot now go back to the point 
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where we stood two weeks ago; and we have to consider the 
situation as it now faces us. ; 

With the rejection of the Czechoslovak Government s offer 
on the 13th September and with the breaking off of the 
negotiations by Herr Henlein, my functions as a mediator 
were, in fact, at an end. Directly and indirectly, the connec- 
tion between the chief Sudeten leaders and the Government 
of the Reich had become the dominant factor in the situa- 
tion; the dispute was no longer an internal one. It was not 
part of my function to attempt mediation between Czecho- 
slovakia and Germany. oe) 

Responsibility for the final break must, in my opinion, rest 
upon Herr Henlein and Herr Frank and upon those of their 
supporters inside and outside the country who were urging 
them to extreme and unconstitutional action. 

I have much sympathy, however, with the Sudeten case. It 
is a hard thing to be ruled by an alien race; and I have been 
left with the impression that Czechoslovak rule in_ the 
Sudeten areas for the last twenty years, though not actively 
oppressive and certainly not “ terroristic,” has been marked 
by tactlessness, lack of understanding, petty intolerance and 
discrimination, to a point where the resentment of the Ger- 
man population was inevitably moving in the direction of 
revolt. The Sudeten Germans felt, too, that in the past they 
had been given many promises by the Czechoslovak Govern- 
ment, but that little or no action had followed these 
promises. This experience had induced an attitude of un- 
veiled mistrust of the leading Czech statesmen. I cannot say 
how far this mistrust is merited or unmerited; but it cer- 
tainly exists, with the result that, however conciliatory their 
statements, they inspire no confidence in the minds of the 
Sudeten population. Moreover, in the last elections of 1935 
the Sudeten German party polled more votes than any other 
single party; and they actually formed the second largest 
party in the State Parliament. They then commanded some 
44 votes in a total Parliament of 300. With subsequent 
accessions, they are now the largest party. But they can 
always be outvoted; and consequently some of them feel that 
constitutional action is useless for them. 

Local irritations were added to these major grievances. 
Czech officials and Czech police, speaking little or no Ger- 
man, were appointed in large numbers to purely German 
districts; Czech agricultural colonists were encouraged to 
settle on land transferred under the Land Reform in the 
middle of German populations; for the children of these 
Czech invaders Czech schools were built on a large scale; 
there is a very general belief that Czech firms were favoured 
as against German firms in the allocation of State contracts, 
and that the State provided work and relief for Czechs more 
readily than for Germans. I believe these complants to be 
in the main justified. Even as late as the time of my Mission, 
I could find no readiness on the part of the Czechoslovak 
ee to remedy them on anything like an adequate 
scale. 

All these, and other, grievances were intensified by the re- 
actions of the economic crisis on the Sudeten industries, 
which form so important a part of the life of the people. 
Not unnaturally, the Government were blamed for the result- 
ing impoverishment. 

For many reasons, therefore, including the above, the feel- 
ing among the Sudeten Germans until about three or four 
years ago was one of hopelessness. But the rise of Nazi 
Germany gave them new hope. I regard their turning for 
help towards their kinsmen and their eventual desire to join 
the Reich as a natural development in the circumstances. 

At the time of my arrival, the more moderate Sudeten 
leaders still desired a settlement within the frontiers of the 
Czechoslovak State. They realised what war would mean in 
the Sudeten area, and which would itself be the main battle- 
field. Both nationally and internationally such a settlement 
would have been an easier solution than territorial transfer. 
I did my best to promote it, and up to a point with some 
success, but even so not without misgiving as to whether, 
when agreement was reached, it could ever be carried out 
without giving rise to a new crop of suspicions, controversies, 
accusations and counter-accusations. I felt that any such 
arrangement would have been temporary, not lasting. 

This solution, in the form of what is known as the 
“Fourth Plan,” broke down in the circumstances narrated 
above; the whole situation, internal and external, had 
changed; and I felt that with this change my mission had 
When T left Pra 

e gue on the 16th September, the ri 
disturbances in the Sudeten areas, which had nbn ne 
more than sporadic, had died down. A considerable number 
of districts had been placed under a régime called Standrecht, 
amounting to martial law. The Sudeten leaders, at any rate 
the more extreme among them, had fled to Germany and 
Were issuing proclamations defying the Czechoslovak 
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Government. I have been credibly informed that, at the 
time of my leaving, the number of killed on both sides was 
not more than 70. 

Unless, therefore, Herr Henlein’s Freikorps are deliberately 
encouraged to cross the frontier, I have no reason to expect 
any notable renewal of incidents and disturbances. In_these 
circumstances the necessity for the presence of State Police 
in these districts should no longer exist. As the State Police 
are extremely unpopular among the German inhabitants, and 
have constituted one of their chief grievances for the last 
three years, I consider that they should be withdrawn as 
soon as possible. I believe that their withdrawal would reduce 
the causes of wrangles and riots. 

Further, it has become self-evident to me that those 
frontier districts between Czechoslovakia and Germany where 
the Sudeten population is in an important majority should 
be given full right of self-determination at once. If some 
eession is inevitable, as I believe it to be, it is as well that 
it should be done promptly and without procrastination. 
There is real danger, even a danger of civil war, in the con- 
tinuance of a state of uncertainty. Consequently there are 
very real reasons for a policy of immediate and drastic action. 
Any kind of plebiscite or referendum would, I believe, be a 
sheer formality in respect of these predominantly German 
areas. A very large majority of their inhabitants desire amal- 
gamation with Germany. The inevitable delay involved in 
taking a plebiscite vote would only serve to excite popular 
feelings, with perhaps most dangerous results. I consider, 
therefore, that these frontier districts should at once be 
transferred from Czechoslovakia to Germany, and, further, 
that measures for their peaceful transfer, including the pro- 
vision of safeguards for the population during the transfer 
period, should be arranged forthwith by agreement between 
the two Governments. 

The transfer of these frontier districts does not, however, 
dispose finally of the question how Germans and Czechs are 
to live together peacefully in future. Even if all the areas 
where the Germans have a majority were transferred to Ger- 
many there would still remain in Czechoslovakia a large 
number of Germans, and in the areas transferred to Ger- 
many there would still be a certain mumber of Czechs. 
Economic connections are so close that an absolute separation 
is not only undesirable but inconceivable; and I repeat my 
conviction that history has proved that in times of peace 
the two peoples can live together on friendly terms. I 
believe that it is in the interests of all Czechs and of all 
Germans alike that these friendly relations should be en- 
couraged to re-establish themselves; and I am convinced that 
this is the real desire of the average Czech and German. They 
are alike in being honest, peaceable, hard-working and frugal 
folk. When political friction has been removed on both sides, 
I believe that they can settle down quietly. 

For those portions of the territory, therefore, where the 
German majority is not so important, I recommend that an 
effort be made to find a basis for local autonomy within the 
frontiers of the Czechoslovak Republic on the lines of the 
“Fourth Plan,” modified so as to meet the new circum- 
Stances created by the transfer of the preponderantly Ger- 
man areas. As I have already said, there is always a danger 
that agreement reached in principle may lead to further 
divergencies in practice. But I think that in a more peaceful 
future this risk can be minimised. 

_ This brings me to the political side of the problem, which 
is Concerned with the question of the integrity and security 
of the Czechoslovak Republic, especially in relation to her 
immediate neighbours. I believe that here the problem is one 
of removing a centre of intense political friction from the 
middle of Europe. For this purpose it is necessary per- 
manently to provide that the Czechoslovak State should 
live at peace with all her neighbours and that her policy, 
internal and external, should be directed to that end. Just as 
it is essential for the international position of Switzerland 
that her policy should be entirely neutral, so an analogous 

licy is necessary for Czechoslovakia—not only for her own 
uture existence but for the peace of Europe. 

In order to achieve this, I recommend : — 


(1) That those parties and persons in Czechoslovakia who 
have been deliberately encouraging a policy an- 
tagonistic to Czechoslovakia’s neighbours should 
be forbidden by the Czechoslovak Government to 
Continue their agitations; and that, if necessary, 
legal measures should be taken to bring such agita- 
tions to an end. 

(2) That the Czechoslovak Government should so remodel 
her foreign relations as to give assurances to her 
neighbours that she will in no circumstances attack 
them or enter into any aggressive action against 
them arising from obligations to other States. 
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(3) That the principal Powers, acting in the interests of 
the peace of Europe, should give to Czechoslovakia 
guarantees of assistance in case of unprovoked 
aggression against her. 

(4) That a commercial treaty on preferential terms should 
be negotiated between Germany and Czechoslovakia 
if this seems advantageous to the economic interests 
of the two countries. 


This leads me on to the third question which lay within 
the scope of my enquiry, viz., the economic problem. This 
problem centres on the distress and unemployment in the 
Sudeten German areas, a distress which has persisted since 
1930, and is due to various causes. It constitutes a suitable 
background for political discontent. It is a problem which 
exists; but to say that the Sudeten German question is 
entirely or even in the main an economic one is misleading. 
If a transfer of territory takes place, it is a problem which 
will for the most part fall to the German Government to 
solve. 

If the policy which I have outlined above recommends 
itself to those immediately concerned in the present situation, 
I would further suggest: (a) That a representative of the 
Sudeten German people should have a permanent seat in 
the Czechoslovak Cabinet. (6) That a Commission under a 
neutral chairman should be appointed to deal with the 
question of the delimitation of the area to be transferred to 
Germany and also with controversial points immediately 
arising from the carrying out of any agreement which may be 
reached. (c) That an international force be organised to 
keep order in the districts which are to be transferred pend- 
ing actual transfer, so that Czechoslovak State police, as I 
have said above, and also Czechoslovak troops, may be 
withdrawn from this area. 

I wish to close this letter by recording my appreciation of 
the personal courtesy, hospitality and assistance which I and 
my staff received from the Government authorities, especially 
Dr Benes and Dr Hodza, from the representatives of the 
Sudeten German party with whom we came in contact, and 
from a very large number of other people in‘all ranks of life 
whom we met during our stay in Czechoslovakia. 


Yours very sincerely, 
RUNCIMAN OF DOXFORD. 


No. 2. 


The Anglo-French Proposals presented to the Czechoslovak 
Government on September 19, 1938. 


THE representatives of the French and British Govern- 
ments have been in consultation to-day on the general situa- 
tion, and have considered the British Prime Minister’s re- 
port of his conversation with Herr Hitler. British Ministers 
also placed before their French colleagues their conclusions 
derived from the account furnished to them of the work of 
his Mission by Lord Runciman. We are both convinced 
that, after recent events, the point has now been reached 
where the further maintenance within the boundaries of the 
Czechoslovak State of the districts mainly inhabited by 
Sudeten Deutsch cannot, in fact, continue any longer with- 
out imperilling the interests of Czechoslovakia herself and 
of European peace. In the light of these considerations, both 
Governments have been compelled to the conclusion that the 
maintenance of peace and the safety of Czechoslovakia’s vital 
interests cannot effectively be assured unless these areas are 
now transferred to the Reich. 

2. This could be done either by direct transfer or as the 
result of a plebiscite. We realise the difficulties involved in a 
plebiscite, and we are aware of your objections already 
expressed to this course, particularly the possibility of far- 
reaching repercussions if the matter were treated on the basis 
of so wide a principle. For this reason we anticipate, in the 
absence of indication to the contrary, that you may prefer to 
deal with the Sudeten Deutsch problem by the method of 
direct transfer, and as a case by itself. 

3. The area for transfer would probably have to include 
areas with over 50 per cent. of German inhabitants, but we 
should hope to arrange by negotiations provisions for adjust- 
ment of frontiers, where circumstances render it necessary, 
by some international body, including a Czech representative. 
We are satisfied that the transfer of smaller areas based on a 
higher percentage would not meet the case. 

4. The international body referred to might also be 
charged with questions of possible exchange of population 
on the basis of right to opt within some specified time-limit. 

5. We recognise that, if the Czechoslovak Government is 

red to concur in the measures proposed, involving 
material changes in the conditions of the State, they are 
entitled to ask for some assurance of their future security. 





6. Accordingly, His Majesty’s Government in the United 
Kingdom would be prepared, as a contribution to the pacifi- 
cation of Europe, to join in an international guarantee of the 
new boundaries of the Czechoslovak State against unpro- 
voked aggression. One of the principal conditions of such a 
guarantee would be the safeguarding of the independence of 
Czechoslovakia by the substitution of a general guarantee 
against unprovoked aggression in place of existing treatics 
which involve reciprocal obligations of a military character 

7. Both the French and British Governments recognise 
how great is the sacrifice thus required of the Czechoslovak 
Government in the cause of peace. But because that cause is 
common both to Europe in general and in particular to 
Czechoslovakia herself they have felt it their duty jointly to 
set forth frankly the conditions essential to secure it. 

8. The Prime Minister must/resume conversations with 
Herr Hitler not later than Wednesday, and earlier if possible 
We therefore feel we must ask for your reply at the earliest 
possible moment. 


No. 3. 


The First Letter of September 23, 1938, from the Prime 
Minister to the Reichschancellor. 


My dear Reichskanzler, Godesberg, September 23, 19338. 

I THINK it may clarify the situation and accelerate our 
conversation if I send you this note before we meet this 
morning. 

I am ready to put to the Czech Government your proposal 
as to the areas, so that they may examine the suggested 
Provisional boundary. So far as I can see, there is no need 
to hold a plebiscite for the bulk of the areas, 7.e., for those 
areas which (according to statistics upon which both sides 
seem to agree) are predominantly Sudeten German areas. I 
have no doubt, however, that the Czech Government would 
be willing to accept your proposal for a plebiscite ro deter- 
mine how far, if at all, the proposed new frontier need be 
adjusted. 

The difficulty I see about the proposal you put to me 
yesterday afternoon arises from the suggestion that the areas 
should in the immediate future be occupied by German 
troops. I recognise the difficulty of conducting a lengthy 
investigation under existing conditions and doubtless the plan 
you propose would, if it were acceptable, provide an imme- 
diate easing of the tension. But I do not think you have 
realised the impossibility of my agreeing to put forward any 
plan unless I have reason to suppose that it will be considered 
by public opinion in my country, in France and, indeed, in 
the world generally, as carrying out the principles already 
agreed upon in an orderly fashion and free from the threat 
of force. I am sure that an attempt to occupy forthwith by 
German troops areas which will become part of the Reich at 
once in principle, and very shortly afterwards by formal 
delimitation, would be condemned as an unnecessary display 
of force. 

Even if I felt it right to put this proposal to the Czech 
Government, I am convinced that they would not regard it 
as being in the spirit of the arrangement which we and the 
French Government urged them to accept and which they 
have accepted. In the event of German troops moving into 
the areas as you propose, there is no doubt that the Czech 
Government would have no option but to order their forces 
to resist, and this, would mean the destruction of the basis 
upon which you and I a week ago agreed to work together, 
namely, an orderly settlement of this question rather than a 
settlement by the use of force. 

It being agreed in principle that the Sudeten German areas 
are to join the Reich, the immediate question before us is how 
to maintain law and order pending the final settlement of the 
arrangements for the transfer. There must surely be alter- 
natives to your proposal which would not be open to the 
objections I have pointed out. For instance, I could ask the 
Czech Government whether they think there could be an 
arrangement under which the maintenance of law and order 
in certain agreed Sudeten German areas would be entrusted 
to the Sudeten Germans themselves—by the creation of a 
suitable force, or by the use of forces already in existence, 
possibly acting under the supervision of neutral observers. 

As you know, I did last night, in accordance with my 
understanding with you, urge the Czech Government to do 
all in their power to maintain order in the meantime. 

The Czech Government cannot, of course, withdraw their 
forces, nor can they be expected to withdraw the State Police 
so long as they are faced with the prospect of forcible 
invasion; but I should be ready at once to ascertain their 
views on the alternative suggestion I have made and, if the 
plan proved acceptable, I would urge them to withdraw their 
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forces and the State Police from the areas where the Sudeten 
Germans are in a position to maintain order. 
The further steps that need be taken to complete the 
transfer could be worked out quite rapidly. 
I am, 
Yours faithfully, 


NEVILLE CHAMBERLAIN. 





No. 4. 
The Reichschancellor to the Prime Minister. 


(Translation.) 
Your Excellency. Godesberg, September 23, 1938. 


A THOROUGH examination of your letter, which reached me 
to-day, as well as the necessity of clearing up the situation 
definitely, lead me to make the following communication : — 


For nearly two decades the Germans, as well as the various 
other nationalities in Czechoslovakia, have been maltreated 
in the most unworthy manner, tortured, economically 
destroyed, and, above all, prevented from realising for them- 
selves also the right of the nations to self-determination. All 
attempts of the oppressed to change their lot failed in the face 
of the brutal will to destruction of the Czechs. The latter 
were in possession of the power of the State and did not 
hesitate to employ it ruthlessly and barbarically. England and 
France have never made an endeavour to alter this situation. 
In my speech before the Reichstag of the 22nd February, I 
declared that the German Reich would take the initiative in 
putting an end to any further oppression of these Germans. 
I have in a further declaration during the Reich Party Con- 
gress given clear and unmistakable expression to this decision. 
I recognise gratefully that at last, after twenty years, the 
British Government, represented by your Excellency, has 
now decided for its part also to undertake steps to put an 
end to a situation which from day to day, and, indeed, from 
hour to hour, is becoming more unbearable. For if formerly 
the behaviour of the Czechoslovak Government was brutal, 
it can only be described during recent weeks and days as 
madness. The victims of this madness are innumerable Ger- 
mans. In a few weeks the number of refugees who have been 
driven out has risen to over 120,000. This situation, as stated 
above, is unbearable, and will now be terminated by me. 

Your Excellency assures me now that the principle of the 
transfer of the Sudeten territory to the Reich has, in prin- 
ciple, already been accepted. I regret to have to reply to your 
Excellency that as regards this point, the theoretical recogni- 
tion of principles has also been formerly granted to us 
Germans. In the year 1918 the Armistice was concluded on 
the basis of the 14 points of President Wilson, which in 
principle were recognised by all. They were, however, in 
practice broken in the most shameful way. What interests 
me, your Excellency, is not the recognition of the principle 
that this territory is to go to Germany, but solely the realisa- 
tion of this principle, and the realisation which both puts 
an end in the shortest time to the sufferings of the unhappy 
victims of Czech tyranny, and at the same time corresponds 
to the dignity of a Great Power. I can only emphasise to your 
Excellency that these Sudeten Germans are not coming back 
to the German Reich in virtue of the gracious or benevolent 
sympathy of other nations, but on the ground of their own 
will based on the right of self-determination of the nations, 
and of the irrevocable decision of the German Reich to give 
effect to this will. It is, however, for a nation an unworthy 
demand to have this recognition made dependent on condi- 
tions which are not provided for in treaties nor are practical 
in view of the shortness of the time. 

I have, with the best intentions and in order to give the 
Czech nation no justifiable cause for complaint, proposed—in 
the event of a peaceful solution—as the future frontier, that 
nationalities frontier which I am convinced represents a fair 
adjustment between the two racial groups, taking also into 
account the continued existence of large language islands. I 
am, in addition, ready to allow plebiscites to be taken in the 
whole territory which will enable subsequent corrections to be 

made, in order—so far as it is possible—to meet the real will 
of the peoples concerned. I have undertaken to accept these 
corrections in advance. I have, moreover, declared myself 
ready to allow this plebiscite to take place under the control 
either of international commissions or of a mixed German- 
Czech commission. I am finally ready, during the days of the 
plebiscite, to withdraw our troops from the most disputed 
frontier areas, subject to the condition that the Czechs do the 
same. I am, however, not prepared to allow a territory which 
must be considered as belonging to Germany, on the ground 
of the will of the people and of the recognition granted even 
by the Czechs, to be left without the protection of the Reich. 
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There is here no international power or agreement which 
would have the right to take precedence over German right. 

The idea of being able to entrust to the Sudeten Germans 
alone the maintenance of order is practically impossible in 
consequence of the obstacles put in the way of their political 
organisation in the course of the last decade, and particu- 
larly in recent times. As much in the interest of the tortured, 
because defenceless, population as well as with regard to the 
duties and prestige of the Reich, it is impossible for us to 
refrain from giving immediate protection to this territory. 

Your Excellency assures me that it is now impossible for 
you to propose such a plan to your own Government. May 
I assure you for my part that it is impossible for me to 
justify any other attitude to the German people, since, for 
England, it is a question at most of political imponderables, 
whereas, for Germany, it is a question of primitive right of 
the security of more than 3 million human beings and the 
national honour of a great people? 

I fail to understand the observation of your Excellency 
that it would not be possible for the Czech Government to 
withdraw their forces so long as they were obliged to reckon 
with possible invasion, since precisely by means of this solu- 
tion the grounds for any forcible actions are to be removed. 
Moreover, I cannot conceal from your Excellency that the 
great mistrust with which I am inspired leads me to believe 
that the acceptance of the principle of the transfer of 
Sudeten Germans to the Reich by the Czech Government is 
only given in the hope thereby to win time so as, by one 
means or another, to bring about a change in contradiction to 
this principle. For if the proposal that these territories are 
to belong to Germany is sincerely accepted, there is no 
ground to postpone the practical resolution of this principle. 
My knowledge of Czech practice in such matters over a 
period of long years compels me to assume the insincerity of 
Czech assurances so long as they are not implemented by 
practical proof. The German Reich is, however, determined 
by one means or another to terminate these attempts, which 
have lasted for decades, to deny by dilatory methods the 
legal claims of oppressed peoples. 

Moreover, the same attitude applies to the other nation- 
alities in this State. They also are the victims of long oppres- 
sion and violence. In their case, also, every assurance given 
hitherto has been broken. In their case, also, attempts have 
been made by dilatory dealing with their complaints or 
wishes to win time in order to be able to oppress them still 
more subsequently. These nations, also, if they are to achieve 
their rights, will, sooner or later, have no alternative but to 
secure them for themselves. In any event, Germany, if—as it 
now appears to be the case—should find it impossible to 
have the clear rights of Germans in Czechoslovakia accepted 
by way of negotiation, is determined to exhaust the other 
possibilities which then alone remain open to her. 


(Signed) ADOLF HITLER. 


No. 5. 


The Second Letter, September 23, 1938, from the Prime 
Minister to the Reichschancellor 


My dear Reichskanzler. Godesberg, September 23, 1938. 


I HAVE received your Excellency’s communication in reply 
to my letter of this morning and have taken note of its 
contents. 

In my capacity as intermediary, it is evidently now my 
oem ina 3 your sr teed maintains entirely the position 
you took last night—to put your proposal f 
Czechoslovak Government. r : cee 

Accordingly, I request your Excellency to be good enough 
to let me have a memorandum which sets out these pro- 


posals, together with a map showing the area proposed to 
a subject to the result of a aaiaia 
iscite. 


On receiving this memorandum, I will at once forward it 
to Prague and request the reply of the Czechoslovak Govern- 
= os the earliest possible moment. 

n the meantime, until I can receive their reply, I 
be glad to have your Excellency’s assurance chet se 
Continue to abide by the understanding, which we reached 
at Our meeting on the 14th September and again last night 
that no action should be taken, particularly in the Sudeten 
territory, by the forces of the Reich to prejudice any further 


mediation which may be found possible. 
Since the acceptance or refusal of your Excellency’s pro- 
posal is now a matter for the Czechoslovak Government to 


decide I do not see that I can perform an further servi 
here, whilst, on the other hand, it has heh maneite ue 


I should at once report the present situation to my colleagues 
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and to the French Government. I propose, therefore, to 
return to England. 


Yours faithfully, 
NEVILLE CHAMBERLAIN. 


No. 6. 


Memorandum handed by the Reichschancellor to the Prime 
Minister on September 23, 1938 (with a Map). 


(Translation.) 


REPORTS which are increasing in number from hour to 
hour regarding incidents in the Sudetenland show that the 
Situation has become completely intolerable for the Sudeten 
German people and, in consequence, a danger to the peace 
of Europe. It is therefore essential that the separation of the 
Sudetenland agreed to by Czechoslovakia should be effected 
without any further delay. On the attached map(#) the 
Sudeten German area which is to be ceded is shaded red. 
The areas in which, over and above the areas which are to 
be occupied, a plebiscite is also to be held are drawn in and 
shaded green. 

The final delimitation of the frontier must correspond to 
the wishes of those concerned. In order to determine these 
wishes, a certain period is necessary for the preparation of 
the voting, during which disturbances must in all circum- 
stances be prevented. A situation of parity must be created. 
The area designated on the attached map as a German area 
will be occupied by German troops without taking account 
as to whether in the plebiscite there may prove to be in this 
or that part of the area a Czech majority. On the other hand, 
the Czech territory is occupied by Czech troops without 
regard to the question whether, within this area, there lie 
large German language islands, the majority of which will 
without doubt avow their German nationality in the 
plebiscite. 

With a view to bringing about an immediate and final 
solution of the Sudeten German problem the following pro- 
posals are now made by the German Government : — 


1. Withdrawal of the whole Czech armed forces, the 
police, the gendarmerie, the customs officials and the fron- 
tier guards from the area to be evacuated as designated on 





~ (3) [The White Paper contains a sketch-map based on the 
original, The information given in it is incorporated in the map 
below—Ed., Econ.] 


the attached map, this area to be handed over to Germany 
on the Ist October. 


The evacuated territory is to be handed over in its 
present condition (see further details in appendix). The Ger- 
man Government agree that a plenipotentiary representative 
of the Czech Government or of the Czech Army should be 
attached to the headquarters of the German military forces 
to settle the details of the modalities of the evacuation. 


3. The Czech Government discharges at once to their 
homes all Sudeten Germans serving in the military forces or 
the police anywhere in Czech State territory. 


4. The Czech Government liberates all political prisoners 
of German race. 


5. The German Government agrees to permit a plebiscite 
to take place in those areas, which will be more definitely 
defined, before at latest the 25th November. Alterations to 
the new frontier arising out of the plebiscite will be settled 
by a German-Czech or an international commission. The 
plebiscite itself will be carried out under the control of an 
international commission. All persons who were residing in 
the areas in question on the 28th October, 1918, or were born 
there prior to this date will be eligible to vote. A simple 
majority of all eligible male and female voters will determine 
the desire of the population to belong to either the German 
Reich or to the Czech State. During the plebiscite both 
parties will withdraw their military forces out of areas which 
will be defined more precisely. The date and duration will be 
settled by the German and Czech Governments together. 


6. The German Government proposes that an authorita- 
tive German-Czech commission should be set up to settle all 
further details. 


Godesberg, September 23, 1938. 


APPENDIX. 


The evacuated Sudeten German area is to be handed over 
without destroying or rendering unusable in any way mili- 
tary, commercial or traffic establishments (plants). These 
include the ground organisation of the air service and all 
wireless stations. 

All commercial and traffic materials, especially the rolling- 
stock of the railway system, in the designated areas, are to be 





DISPUTED AREAS IN CZECHOSLOVAKIA 


(THIS MAP SHOWS THE CESSIONS PROPOSED BOTH BY THE ANGLO-FRENCH PLAN AND BY HERR HITLER'S MEMORANDUM) 
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handed over undamaged. The same applies to all utility 
services (gas-works, power stations, etc.). 

Finally, no foodstuffs, goods, cattle, raw materials, etc., 
are to be removed. 


No. 7 


Letter handed by the Czechoslovak Minister to the Secretary 
of State for Foreign Affairs on September 25, 1938. 


Sir, September 25, 1938. 


My Government has instructed me just now, in view of 
the fact that the French statesmen are not arriving in London 
to-day, to bring to His Majesty’s Government’s notice the 
following message without any delay : — 

The Czechoslovak people have shown a unique discipline 
and self-restraint in the last few weeks regardless of the 
unbelievably coarse and vulgar campaign of the controlled 
German press and radio against Czechoslovakia and its 
leaders, especially M. Benes. 

His Majesty’s and the French Governments are very well 
aware that we agreed under the most severe pressure to the 
so-called Anglo-French plan for ceding parts of Czecho- 
slovakia. We accepted this plan under extreme duress. We 
had not even time to make any representations about its 
many unworkable features. Nevertheless, we accepted it 
because we understood that it was the end of the demands 
to be made upon us, and because it followed from the Anglo- 
French pressure that these two Powers would accept respon- 
sibility for our reduced frontiers and would guarantee us 
their support in the event of our being feloniously attacked. 

The vulgar German campaign continued. 

While Mr Chamberlain was at Godesberg, the following 
message was received by my Government from His Maijesty’s 
and the French representatives at Prague: — 


“We have agreed with the French Government that the 
Czechoslovak Government be informed that the French 
and British Governments cannot continue to take the re- 
sponsibility of advising them not to mobilise.” 


My new Government, headed by General Syrovy, de- 
clared that they accept full responsibility for their predeces- 
sor’s decision to accept the stern terms of the so-called 
Anglo-French plan. 

Yesterday, after the return of Mr Chamberlain from 
Godesberg, a new proposition was handed by His Majesty's 
Minister in Prague to my Government with the additional 
information that His Majesty’s Government is acting solely 
as an intermediary and is neither advising nor pressing my 
Government in any way. M. Krofta, in receiving the plan 
from the hands of His Majesty’s Minister in Prague, assured 
him that the Czechoslovak Government will study it in the 
same spirit in which they have co-operated with Great Britain 
and France hitherto. 

My Government has now studied the document and the 
map. It is a de facto ultimatum of the sort usually presented 
to a vanquished nation and not a proposition to a sovereign 
State which has shown the greatest possible readiness to 
make sacrifices for the appeasement of Europe. Not the 
smallest trace of such readiness for sacrifices has as yet been 
manifested by Herr Hitler’s Government. My Government 
is amazed at the contents of the memorandum. The pro- 
posals go far beyond what we agreed to in the so-called 
Anglo-French plan. They deprive us of every safeguard for 
our national existence. We are to yield up large proportions 
of our carefully prepared defences, and admit the German 
armies deep into our country before we have been able to 
Organise it on the new basis or make any preparations for 
its defence. Our national and economic independence would 
automatically disappear with the acceptance of Herr Hitler's 
plan. The whole process of moving the population is to be 
reduced to panic flight on the part of those who will not 
accept the German Nazi régime. They have to leave their 
homes without even the right to take their personal belong- 
ings or, even in the case of peasants, their cow. 

My Government wish me to declare in all solemnity that 
Herr Hitler’s demands in their present form are absolutely 
and unconditionally unacceptable to my Government. 
Against these new and cruel demands my Government feel 
bound to make their utmost resistance, and we shall do so, 
God helping. The nation of St. Wenceslas, John Hus and 
Thomas will not be a nation of slaves. 

We rely upon the two great Western democracies, whose 
wishes we have followed much against our own judgment, 
to stand by us in our hour of trial. 


I have, etc., 
JAN MASARYK. 


No. 8. 


Letter from the Czechoslovak Minister in London to the 
Secretary of State for Foreign Affairs. 


Sir, London, September 26, 1938. 


I HAVE communicated to my Government the Prime 
Minister’s question which he put to me yesterday afternoon 
and for which he wished an answer. This question of 
the Prime Minister's, as I understood it, I transmitted to 
Prague as follows :— 


“ Although Herr Hitler did say that the memorandum 
handed to the Czechoslovak Government by His Majesty’s 
Government was his last word, and although Mr 
Chamberlain doubts very much that he could induce Herr 
Hitler to change his mind at this late hour, the Prime 
Minister may, under circumstances, make a last effort to 
persuade Herr Hitler to consider another method of 
settling peacefully the Sudeten German question, namely, 
by means of an international conference attended by Ger- 
many, Czechoslovakia and other Powers which would con- 
sider the Anglo-French plan and the best method of 
bringing it into operation. He asked whether the Czecho- 
slovak Government would be prepared to take part in this 
new effort of saving the peace.” 


To this question I have now received the following 
answer from my Government : — 


“The Czechoslovak Government would be ready to 
take part in an international conference where Germany 
and Czechoslovakia, among other nations, would be repre- 
sented, to find a different method of settling the Sudeten 
German question from that expounded in Herr Hitler's 
proposals, keeping in mind the possible reverting to the 
so-called Anglo-French plan. In the note which Mr 
Masaryk delivered to Mr Chamberlain yesterday after- 
noon,(®) mention was made of the fact that the Czecho- 
slovak Government, having accepted the Anglo-French 
note under the most severe pressure and extreme duress, 
had no time to make any representations about its many 
unworkable features. The Czechoslovak Government pre- 
sumes that, if a conference were to take place, this fact 
would not be overlooked by those taking part in it.” 

My Government, after the experiences of the last few 
weeks, would consider it more than fully justifiable to ask 
for definite and binding guarantees to the effect that no 
unexpected action of an aggressive nature would take place 
during the negotiations, and that the Czechoslovak defence 
system would remain intact during that period. 


I have, etc., 
JAN MASARYK. 


No. 9. 
Letter from the Prime Minister to the Reichschancellor. 


My dear Reichskanzler, London, September 26, 1938. 


IN my capacity as intermediary I have transmitted to the 
Czechoslovakian Government the memorandum which your 
Excellency gave me on the occasion of our last conversation. 

The Czechoslovakian Government now inform me that, 
while they adhere to their acceptance of the proposals for the 
transfer of the Sudeten-German areas on the lines discussed 
by my Government and the French Government and ex- 
plained by me to you on Thursday last, they regard as wholly 
unacceptable the proposal in your memorandum for the 
immediate evacuation of the areas and their immediate occu- 
pation by German troops, these processes to take place before 
the terms of cession have been negotiated or even discussed. 

Your Excellency will remember that in my letter to you of 
Friday last I said that an attempt to occupy forthwith by 
German troops areas which will become part of the Reich at 
Once in principle and very shortly afterwards by formal 
delimitation, would be condemned as an unnecessary display 
of force, and that, in my opinion, if German troops moved 
into the areas that you had proposed, I felt sure that the 
Czechoslovakian Government would resist and that this 
would mean the destruction of the basis upon which you and 
I a week ago agreed to work together, namely, an orderly 
settlement of this question rather than a settlement by the 
use of force. I referred also to the effect likely to be produced 
upon public opinion in my country, in France and, indeed, 
in the world generally. 

The development of opinion since my return confirms me 


in the views I expressed to you in my letter and in our 
subsequent conversation. 


(*) No. 7. 
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In communicating with me about your proposals, the 
Government of Czechoslovakia point out that they go far 
beyond what was agreed to in the so-called Anglo-French 
plan. Czechoslovakia would be deprived of every safeguard 
for her national existence. She would have to yield up large 
proportions of her carefully prepared defences and admit the 
German armies deep into her country before it had been 
organised on the new basis or any preparations had been 
made for its defence. Her national and economic independ- 
ence would automatically disappear with the acceptance of 
the German plan. The whole process of moving the popula- 
tion is to be reduced to panic flight. 

I learn that the German Ambassador in Paris has issued a 
communiqué which begins by stating that as a result of our 
conversations at Godesberg your Excellency and I are in 
complete agreement as to the imperative necessity to main- 
tain the peace of Europe. In this spirit I address my present 
communication to you. 

In the first place, I would remind your Excellency that as 
the Czechoslovakian Government adhere to their acceptance 
of the proposals for the transfer of the Sudeten-German areas 
there can be no question of Germany “ finding it impossible 
to have the clear rights of Germans in Czechoslovakia 
accepted by way of negotiation.” I am quoting the words at 
the end of your Excellency’s letter to me of Friday last.(*) 

On the contrary, a settlement by negotiation remains pos- 
sible and, with a clear recollection of the conversations which 
you and I have had and with an equally clear appreciation 
of the consequences which must follow the abandonment of 
negotiation and the substitution of force, I ask your Excel- 
lency to agree that representatives of Germany shall meet 
representatives of the Czechoslovakian Government to discuss 
immediately the situation by which we are confronted with 
a view to settling by agreement the way in which the territory 
is to be handed over. I am convinced that these discussions 
can be completed in a very short time, and if you and the 
Czechoslovakian Government desire it, I am willing to 
arrange for the representation of the British Government at 
the discussions. 

In our conversation, as in the official communiqué issued 
in Germany, you said that the only differences between us 
lay in the method of carrying out an agreed principle. If this 
is so, then surely the tragic consequences of a conflict ought 
not to be incurred over a difference in method. 

A conference such as I suggest would give confidence that 
the cession of territory would be carried into effect, but that 
it would be done in an orderly manner with suitable safe- 
guards. 

Convinced that your passionate wish to see the Sudeten- 
German question promptly and satisfactorily settled can be 
fulfilled without incurring the human misery and suffering 
that would inevitably follow on a conflict I most earnestly 
urge you to accept my proposal. 


I am, 
Yours faithfully, 


NEVILLE CHAMBERLAIN. 


No. 10. 
Letter from the Reichschancellor to the Prime Minister. 


(Translation.) 
Dear Mr Chamberlain, Berlin, September 27, 1938. 


I HAVE in the course of the conversations once more in- 
formed Sir Horace Wilson, who brought me your letter of 
the 26th September, of my final attitude. I should like, how- 
ever, to make the following written reply to certain details 
in your letter: — 


The Government in Prague feels justified in maintaining 
that the proposals in my memorandum of the 23rd Septem- 
ber went far beyond the concession which it made to the 
British and French Governments and that the acceptance of 
the memorandum would rob Czechoslovakia of every 
guarantee for its national existence. This statement is based 
on the argument that Czechoslovakia is to give up a great 
Part of her prepared defensive system before she can take 
steps elsewhere for her military protection. Thereby the 
political and economic independence of the country is auto- 
matically abolished. Moreover, the exchange of population 
Proposed by me would turn out in practice to be a panic- 
Stricken flight. 

I must openly declare that I cannot bring myself to 
understand these arguments or even admit that they can be 











(*) No. 4. 
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regarded as seriously put forward. The Government in 
Prague simply passes over the fact that the actual arrange- 
ment for the final settlement of the Sudeten German prob- 
lem, in accordance with my proposals, will be made de- 
pendent not on a unilateral German petition(’) or on Ger- 
man measures of force, but rather, on the one hand, on a 
free vote under no outside influence, and, on the other hand, 
to a very wide degree on German-Czech agreement on 
matters of detail to be reached subsequently. Not only the 
exact definition of the territories in which the plebiscite is 
to take place, but the execution of the plebiscite and the 
delimitation of the frontier to be made on the basis of its 
result, are in accordance with my proposals to be met inde- 
pendently of any unilateral decision by Germany. Moreover, 
all other details are to be reserved for agreement on the part 
of a German-Czech commission. 

In the light of this interpretation of my proposals and in 
the light of the cession of the Sudeten population areas, in 
fact agreed to by Czechoslovakia, the immediate occupation 
by German contingents demanded by me represents no more 
than a security measure which is intended to guarantee a 
quick and smooth achievement of the final settlement. This 
security measure is indispensable. If the German Govern- 
ment renounced it and left the whole further treatment of the 
problem simply to normal negotiations with Czechoslovakia, 
the present unbearable circumstances in the Sudeten German 
territories which I described in my speech yesterday would 
continue to exist for a period, the length of which canhot 
be foreseen. The Czechoslovak Government would be com- 
pletely in a position to drag out the negotiations on any 
point they liked, and thus to delay the final settlement. You 
will understand after everything that has passed that I 
cannot place such confidence in the assurances received from 
the Prague Government. The British Government also would 
surely not be in a position to dispose of this danger by any 
use of diplomatic pressure. 

That Czechoslovakia should lose a part of her fortifications 
is naturally an unavoidable consequence of the cession of the 
Sudeten German territory agreed to by the Prague Govern- 
ment itself. If one were to wait for the entry into force of 
the final settlement in which Czechoslovakia had completed 
new fortifications in the territory which remained to her, it 
would doubtless last months and years. But this is the only 
object of all the Czech objections. After all, it is completely 
incorrect to maintain that Czechoslovakia in this manner 
would be crippled in her national existence or in her political 
and economic independence. It is clear from my memo- 
randum that the German occupation would only extend to 
the given line, and that the final delimitation of the frontier 
would take place in accordance with the procedure which i 
have already described. The Prague Government has no right 
to doubt that the German military measures would stop 
within these limits. If, nevertheless, it desires such a doubt 
to be taken into account, the British and, if necessary, also 
the French Government can guarantee the quick fulfilment 
of my proposal. I can, moreover, only refer to my speech 
yesterday in which I clearly declared that I regret the idea 
of any attack on Czechoslovak territory, and that under the 
condition which I laid down I am even ready to give a formal 
guarantee for the remainder of Czechoslovakia. There can, 
therefore, be not the slightest question whatsoever of a check 
to the independence of Czechoslovakia. It is equally erroneous 
to talk of an economic rift. It is, on the contrary, a well- 
known fact that Czechoslovakia after the cession of the 
Sudeten German territory would constitute a healthier and 
more unified economic organism than before. 


If the Government in Prague finally evinces anxiety also 
in regard to the state of the Czech population in the terri- 
tories to be occupied, I can only regard this with surprise. 
It can be sure that, on the German side, nothing whatever 
will occur which will preserve for those Czechs a similar 
fate to that which has befallen the Sudeten Germans conse- 
quent on the Czech measures. 


In these circumstances, I must assume that the Govern- 
ment in Prague is only using a proposal for the occupation 
by German troops in order, by distorting the meaning and 
object of my proposal, to mobilise those forces in other coun- 
tries, in particular in England and France, from which they 
hope to receive unreserved support for their aim and thus 
to achieve the possibility of a general warlike conflagration. 
I must leave it to your judgment whether, in view of these 
facts, you consider that you should continue your effort, for 
which I should like to take this opportunity of once more 
sincerely thanking you, to spoil such manceuvres and bring 
the Government in Prague to reason at the very last hour. 


(Signed) ADOLF HITLER. 


~ (®) 2 decision. 
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Overseas Correspondence 





From Our Special Correspondents 


United States 


Wall Street and Europe 


New York, September 20.—Last week, for the first time, 
American markets appeared to be directly under the influence 
of news from Europe. The sterling exchange was heavy, and 
its break through $4-80 (although brief) was the occasion 
of a certain amount of apprehensive foreboding. Wheat 
prices fluctuated widely ; cotton was heavy ; and non-ferrous 
metals were strong. The bond market was weak, and Govern- 
ment securities erratic. : 

‘Lhe main reflection of the crisis, however, was in share 
prices, which fell. It is questionable, nevertheless, whether 
the break can be explained entirely in these terms. The 
weakest groups, as has now come to be usual, were utilities 
and rails ; these have lost a great part of the June advance, 
in which, in any case, they had participated only half- 
heartedly. Reasons for renewed weakness in the utilities 
are not wholly clear ; electric power output has shown a fair 
recovery ; and the utilities are nearer their 1937 earnings 
than any other important industrial group. The railways 
are faced with a serious labour problem. They have filed 
notice of cancellation of the increase in wages granted a year 
ago ; and this has been formally rejected by the unions. 


Railway Difficulties 


It will be recalled that the increase in wages was granted 
just before the slump began. By the end of September, 
1937, the railways were already in a critical position. Two 
small increases in freight rates were allowed by the Inter- 
state Commerce Commission, and provided some slight 
alleviation. This summer there has been a small increase in 
traffic. Carloadings are now approaching their annual 
peak, and the railways must look forward to the lean and 
expensive operations of the winter months. 

The basic problem of the railways is what suggests an 
inherent change in our economy. In 1937, when the index 
of production was nearly at the 1928 level, the total volume 
of goods transported, by rail, water and road, was much 
less than in 1928. In other words, while the railways have 
lost traffic to road and water competition, this loss in com- 
petition is only a fraction of the total loss. Although the 
index of production in 1937 and 1928 was practically the 
same, the character of the American economy has changed 
so much in the last decade that the total volume of goods 
transported was much lower. 

Meanwhile, the railroad problem remains in suspense. 
For many companies the question of showing earnings on 
capital investment has long since gone. It has become the 
bald problem of meeting operating expenses and taxes. 


Under these circumstances weakness in railway securities 
is by no means inexplicable. 


Revival Continues 


While certain business indices have shown signs of becom- 
ing stationary, in general the data give the impression that 
vigorous revival is still proceeding. Steel output now exceeds 
47 per cent. of capacity—a new high level for this year’s 
recovery period, and automobile production is in full swing, 
except where operations are cut down by strikes. The 
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figures for residential building continue to show expansion. 


There is some element of speculation in these signs. The 
introduction of new automobile models needs several weeks 
of full production merely to supply samples to dealers ; 
and much of this year’s residential building is also of a 


speculative character. 

Reports from retail trade are, on the whole, rather non- 
committal. Considering that the pump-priming programme 
has been operative for almost six months, its effects on 
consumer demand are extraordinarily difficult to ascertain. 
This is not entirely unexpected. The pouring out of deficit 
payments may, in its early stages, have encountered a 
neutralising current of falling incomes elsewhere. And it is 
not at all unlikely that the income of large sections of the 
population went on falling, even after the revival in business 
was evident. Nevertheless, the absence of any vigorous 
upturn in consumer demand is surprising. 


Pensions and Politics 


With the elections only six weeks away, the Congressional 
campaign has shown only one distinct feature of economic 
interest—the question of pensions. The Townsend Plan to 
provide pensions of $200 a month for persons over 60, 
figured in the campaign of 1936, but was damped down by 
the Social Security Act. It has reappeared in the current 
campaign, and, as in 1936, a substantial proportion of the 
candidates for Congress are standing as sponsors of the plan. 

A variant has appeared in California, where an amendment 
to the state constitution will be submitted to the voters, 
authorising a scheme midway between a pension plan and a 
Social Credit system. If this amendment is adopted, the 
state of California will undertake to pay “ $30 every Thurs- 
day” to persons over 50 years of age who are unemployed 
and not employers. As $30 a week is well above average 
wages, it may be supposed that most persons over 50 would 
be or become eligible. Payment would be made in state 
scrip, to which a 2 per cent. stamp would be affixed every 
week, thus retiring the scrip (plus 4 per cent.) in one year. 
The project is, therefore, analogous to that undertaken in 
Alberta some years ago. 

Enthusiasm for similar pension plans is most marked in 
those states where the proportion of elderly persons is highest; 
and it is fairly high in a good many places. The heavy immi- 
gration of 1900-14 was largely adult, and these immigrants 
are now becoming advanced in years; while internal migra- 
tion has occasioned wide variations in the age distribution of 
the population of the several states. 

Although Congress will not meet until January, dispatches 
from Washington regularly contain references to tax revision. 
The question of tax-exempt securities is frequently men- 
tioned. The totals of such securities are as follows :— 


Tax Exempt SECURITIES 
($000,000) 
Wholly _— Partly 


Total Exempt Exempt 
Soper g g $ 
.S. Government............... 29,836* 11,600 
Federal Agencies ; : isis 


Federal Agencies ............... 5,712 1,393 4,31 
State and Local Governmentst 14,854 14,854 ., ; - 


Territorial and Insular Govts. 120 


120 oe 
WN didi etic ee ieios. 50,522 27,967 22,555 
* Excludes U.S. securities held by Govern t i 
oan y ment agencies, etc, 


Of this total, $17,300 millions of United States securities 
are held by banks, with $3,600 millions of local government 
securities. Life insurance companies are estimated to hold 
$4,400 millions of Federal securities and $1,400 million of 
local government securities. In other words, well over half 
of the Federal debt is held by these two types of financial 
institution. Of individual holders, the largest are, of course. 
those in the higher income grades, to w 
presumably compensates for the low ret 
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France 


A Loyal Response 


Paris, September 29.—-The French people have responded 
firmly and loyally to calls made upon them by the crisis. 
The majority are not ready to fight for any ideology, but all 
understand that further concessions would lead to war and 
not to peace. The dignified calm of the reservists who have 
been called to the Eastern frontier has made a great impres- 
sion and may have important social consequences in the 
future. 

Last week the strikers in the building trades resumed 
work, and the leaders of the mining unions exhorted their 
followers to cease their resistance to the agreement of Sep- 
tember Ist which sanctioned supplementary hours of work; 
the situation was too grave for sectional controversy; and 
social and national discipline was imperative. If peace is 
safeguarded at the eleventh hour, then the crisis may prove to 
have had some favourable consequences; at least the country 
has come to realise the danger of internal conflicts. 


Financial Resistance 


Appreciable withdrawals from private and public banks 
were easily met by these institutions with the aid of the 
Bank of France and the use of technical measures, such as 
the multiplication of instruments of payment, the creation 
of 5,000 franc bank-notes, and the increase of the note issue. 
The increased note issue appears in the latest weekly return 
of the Bank of France, which was as follows : — 


(Thousands of francs) 
September 1 September 8 September 19 
101,759,702 102,900,034 108,185,555 
9,086,136 10,541,962 13,086,896 
40,246,954 40,246,954 43,246,954 


Prolonged pressure on public cash has caused the bank to 
increase its rediscount rate from 24 to 3 per cent. and the 
rate for advances from 34 to 4 per cent. New Treasury bonds 
(three months at 3 per cent.) have just been issued and the 
rate of interest on other bonds was increased to the same 
extent as interest on National Defence Bonds, that is, from 
34 to 44 per cent. 

Other measures have been taken to alleviate the money 
market and to prevent the rapid increase of hoarding just at 
the time when the Treasury most needs money. 

A fresh ban has been placed on the export of certain 
products needed for war purposes. These include all foods, 
rubber, copper, tin, aluminium, nickel, chemicals, cloth, etc. 


Note circulation ced siiees 
Securities, etc. ......... 
Advances to the State... 


The Stock Exchange Waits 


The tragic turn taken by the European crisis, before new 
hopes were raised on Wednesday, and the stiffening attitude 
of London and Paris led on Monday to a general fall in 
Stock Exchange prices. Yet the decline in the public funds 
was not more than 2 or 3 points, though the loan which 
carries an exchange guarantee was particularly hard hit 
pee of the fear of a further decline in the pound and the 
ranc, 

On the following day, however, the market showed better 
resistance. Quotations were already very low indeed, and in 
actual fact they considerably underestimate the improve- 
ment which has taken place in the economic and social situa- 
tion. Prices will rise rapidly if and when the international 
tension eases : — 

Highest Lowest 
1938 1938 Sept. 1 Sept. 26 Sept. 27 


3% perpetual ...... 77:25 65:30 75:64 74: 74:50 

( redeemable 79-80 70:30 75°65 76:00 76-00 
4% ADIT .....eceees 78:00 62:25 72:50 68:00 68-00 
4% 1918 ......c00008 76°85 62:40 71:85 66°20 65-80 

Fe BERD cccstecvsine 107-25 88-60 98:10 92:65 92-80 
O%e 1925 ...cccccceee , 104:00 133-75 124-75 125-50 
43% 1932 A. ...... 82:25 68:20 79-45 75:20 75:50 
44% 1932 B. ...... 80:50 68-60 79:25 74:80 75:05 
44% 1937 ......... 139-40 103-75 133-20 125-50 125:50 


Paid holidays in August caused the output of coal to 
drop to 2,866,839 tons for 15.9 working days, compared 
with 3,801,145 tons in July for 20.9 working days. In 
August, 1937, it was only 2,672,580 tons for 15.3 working 
days. Average daily production was thus 178,903 tons, 
against 182,887 tons in July and 170,040 tons in August, 
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1937, The number of men employed was 248,773 at the end 
of August, compared with 249,084 at the end of July and 
238,307 in August, 1937. And the production of coke in 
the coke plants of the collieries was 319,037 tons, against 
336,156 tons in July, 1938, and 320,963 tons in August, 1937. 


Prices 


Wholesale Prices have risen slightly and the following 
table shows price movements during the last six weeks: — 


Aug. Aug. Sept. Sept. 
20 27 17 24 
General index 644 646 641 644 645 648 


Sept. Sept. 
3 10 


Domestic products 669 670 664 668 666 669 
Imported products 600 603 600 602 607 612 
Foodstuffs ...... 627 629 627 632 630 635 
Raw materials... 660 661 654 655 659 660 


In the week ended September 17th, the number of per- 
sons unemployed was 337,932, compared with 338,255 on 
September 10th and 305,958 a year ago. 





Bulgaria 


Credits from France 


Sorta, September 17.—— After the conclusion of the 
Salonika agreement of July 31st, by virtue of which.Bulgaria 
obtained the right to re-arm, public opinion is optimistic 
about the country’s security. A credit of 350 million French 
francs was recently granted to Bulgaria by a French banking 
group. This credit is to be used for the construction of roads, 
the purchase of railway materials, and for armament pur- 
poses. 

A new commercial agreement is pending between France 
and Bulgaria, designed to increase Bulgaria’s sales to France, 
so that the credit will in effect be reimbursed in kind. Nego- 
tiations are under way with Greece and some expansion of 
trade with that country is also expected. 

The drought during the summer severely affected a number 
of crops, including maize, oats, forage and industrial plants, 
such as sunflower. As a protective measure to guarantee 
fodder for cattle during the winter, the Government has 
imposed an embargo on the export of maize, rye, sunflower- 
seed and forage plants. The wheat crop, on the other hand, 
is plentiful and is 5 per cent. greater than last year’s; there 
will undoubtedly be a surplus for export. Vegetables and 
fruit, especially grapes, have likewise been abundant. 


Signs of Recession 


The unfavourable outlook for several crops, however, 
exercised a depressing influence on industrial activity, as well 
as on domestic and foreign trade. There has also been some 
curtailment of credit facilities. Commodity prices, on the 
other hand, have risen owing partly to events abroad, but 
more especially to diminished output in certain branches. 
The general index of wholesale prices (1926 = 100) rose 
from 70.5 in June to 73.3 in July, against 71.3 in July, 1937. 
The price of exported products has risen most—6 per cent. 
Compared with July and August last year business activity 
in the last two months fell off some 3 per cent. 

Exports, which increased during the first quarter of the 
year and remained stable during the second quarter, fell in 
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July. For the first seven months of this year the course of 
foreign trade was as follows :— 
, 1937 1938 
Thousands Million Thousands Million 
of tons Leva of tons Leva 


D <. dcescheiieenneen 184 2-663 200 2-639 
a creek aeaane 377 2:701 314 2-790 
Surplus of exports .....+ 193 38 114 151 


During the last three months the value of both imports and 
exports has fallen, and their estimated values for 1938 include 
the exchange premium. This actual fall in values is estimated 
at about 5 per cent. 

Great Britain ranks second among Bulgaria’s suppliers, 
sending 8 per cent. of her imports, against 5 per cent. in 
1937. The share of Germany in Bulgaria’s imports has de- 
clined from 58 per cent. in 1937 to 49 per cent. this year, 
but she still takes 45 per cent. of Bulgaria’s exports. 








Argentina 


Europe Over Argentina 


BuENOS AIRES, September 24.—-—Argentine markets have 
lately been dominated by the European political crisis. The 
Stock Exchange several times showed extreme weakness 
when it appeared that war was imminent, and recovered 
sharply on the arrival of more favourable news. The grain 
market reacted in the opposite direction, prices rising with 
the increase of tension and falling back when a settlement 
appeared probable. 

Nearly half the population of Buenos Aires is foreign-born, 
while the remainder are largely of foreign parentage. Hence 
the psychological effect of events in the Old World is much 
greater than in a country whose neutrality is undisturbed by 
blood-ties. Foreign affairs are in consequence overshadowing 
Argentina’s own problems. 

Meanwhile there is no change for the better in the economic 
outlook. Exports are still very low; the import surplus is 
increasing ; and the prospects of short or medium term 
loans from abroad seem to have receded. No forecast of the 
coming crops can safely be made for another six weeks, 
since late frosts and drought are liable to upset early calcula- 
tions. And the trend of commodity prices is still disappointing. 

In August, imports were surprisingly high, while there was 
scarcely any recovery in exports. Thus the import surplus 
for the year increased considerably. The following table shows 
the course of Argentine foreign trade this year: — 


(In Pesos) 
Export (--) or 
Import (—) 
1938— Exports Imports urplus 
January ......... 145,993,968 145,801,423 + 192,545 
February ...... 127,714,064 123,959,819 + 3,754,245 
REED wescceees 118,578,386 144,403,619 — 25,825,233 
SS are 103,690,644 116,733,359 — 13,042,715 
BE ceccscccsoes 110,173,828 110,831,148 — 657,320 
ED ececcesenves 106,371,841 105,561,480 + 810,361 
UP cccadttnnntinn 107,760,397 114,381,836 — 6,621,439 
August ......... 108,940,329 120,096,850 — 11,156,521 
Total ... 929,223,457 981,769,534 —- 52,546,077 


In the first eight months of 1937, Argentina had an export 
surplus of 750,214,668 pesos. In Argentina, which needs an 
export surplus of around 500,000,000 pesos annually to pay 
for invisible items, an import surplus, even in a single month, 
is an unusual occurrence, and such a long succession of 
deficits on trade account is very rare. 

The commercial disequilibrium is due to two causes. Ex- 
ports have fallen owing to small crops in Argentina, bumper 
wheat crops abroad, and falling prices. Imports, whose market 
value for the first eight months of 1938 was higher than in a 
similar period of any year since 1930, rose in response to 
the expansion of exports in the first half of 1937. 

The increase in imports during the eight months is very 
marked in machinery and vehicles, which were higher by 
54-2 per cent. in tariff value compared with the same period 
of 1937. This helps to explain why the United States have 
ousted Great Britain from first place as a supplier of goods to 
Argentina. In the first eight months of 1938 the United 
States supplied 19-1 per cent. of the total imports ; Great 
Britain supplied 18:5 per cent., Germany (including 
Austria) coming next with 10-8 per cent. 
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Restrictions on Foreign Trade 


Early in the month the Government presented to Congress 
a Bill to protect Argentine industry against alleged foreign 
dumping. The Bill has caused much controversy between 
rival interests and may be considerably modified before it 
becomes law. The main principle is the creation of a com- 
mittee authorised to impose compensatory duties on goods 
which can be produced in Argentina and are imported and 
sold below the market price in the country of origin. A year 
or so ago it was hoped among importers that, as a result of 
the prosperity then existing, the restrictions on trade imposed 
by the crisis would soon begin to disappear ; the increase 
of obstacles to the normal flow of trade creating fresh vested 
interests to be protected in the future is being viewed with 
a jaundiced eye. z ; 

On September 16th, the Ministry of Agriculture issued 
its first estimate of cereal and linseed sowings for 1938-39. 
Wheat sowings are calculated at 8,100,000 hectares compared 
with 7,778,000 hectares last year and with an average for the 
last ten years of 7,730,690 hectares. Linseed sowings are 
given as 2,780,000 hectares compared with 2,842,000 hectares 
last year and with an average for the decade of 2,977,516 
hectares. The figures for maize are not yet available because 
this crop is sown much later in the season. ‘ 

The latest official estimate of the production of Argentine 
cotton in the 1937-38 season is 45,000 tons. This is 8,800 
tons less than the previous estimate, but 13,830 tons higher 
than in the preceding year when drought caused a partial 
failure. About three-quarters of Argentina’s cotton is grewn 
in the Chaco Territory in the far north of the Republic. 
Cotton, although holding great possibilities, is still a crop of 
secondary importance in the economic life of the country. 





India 


Favourable Outlook 


CALCUTTA, September 8.—-The report of the Reserve 
Bank of India for the year 1937-38, which has just been pub- 
lished, notes a fairly substantial increase in imports and a 
slight decline in exports. The favourable balance of trade in 
merchandise (for India and Burma combined) decreased from 
Rs. 79,51 lakhs in 1936-37 to Rs. 43,54 lakhs in 1937-38. 
There was also a fall in net exports of gold from Rs. 27,85 
lakhs to Rs. 16,33 lakhs, but this was more than made up by 
a decrease in net imports of silver from Rs. 13,59 lakhs to 
Rs. 1,50 lakhs. 

Reporting on exchange and remittance transactions for 
1937-38 the Bank notes with satisfaction that though the 
total amount of sterling purchased by it on behalf of the 
Central and Provincial Governments fell short of total re- 
quirements by roughly £12 millions (for the reasons men- 
tioned above) it had no difficulty in meeting the deficit from 
the large sterling resources which had been built up in pre- 
vious years. Total sterling purchases for 1937-38 amounted 
to Rs. 32,29 lakhs (£25,140,000), against Rs. 70,87 lakhs 
(£53,532,000) in 1936-37. In view of the tendency to rupee 
weakness, it will be interesting to see how the current 
1938-39 sterling purchases compare with the two previous 
administrative years. For the past three weeks sterling pur- 
chases have been suspended, and the absence of any revival 
in export business does not point to the restoration of more 
propitious conditions for Government. 

An interesting sidelight on the official debt redemption 
Policy is shown in the report. Although there were no new 
loans during the year, the Government of India were able to 
effect a reduction in the amount of sterling debt outstand- 
ing by approximately £3,000,000 by the purchase of sterling 
securities up to a limited amount and their transfer to the 
Government for cancellation. 

Disparity between rupee and sterling security prices 
began to be noticeable as long ago as March, 1936, though 
at first the advantage of rupee paper seldom exceeded one 
point. During 1937-38 and 1938-39 the difference has con- 
tinued to grow, the average difference being about five points, 
and at some periods as much as seven points. This must 
be attributed mainly to the confidence of the Indian investor 
in the sound financial position of the Government of India 
and the Provincial Governments, the absence of internal 
disturbances, and the comparative immunity of the Indian 
markets from the effects of political developments in Europe. 
_ The last available trade figures, those for July, show an 
improved balance of trade in favour of India, a welcome 


change after the narrow margin disclosed by the June figures. 
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Letters to the Editor 
West Cumberland 


TO THE EDITOR OF THE ECONOMIST 


Sir,—I was interested to see the comments on “The 
Special Areas and Aliens” in last week’s issue of The 
Economist. It might perhaps be of interest to your readers 
to know something about West Cumberland, perhaps the 
least well known of all the Special Areas. 

Our problem here is somewhat different to the other 
Special Areas in so far as our population is more scattered. 
On this account it was felt that a trading estate would not 
be suitable for the Area, owing to the distances over which 
workers would have to travel. 

To meet our peculiar needs the Commissioner for the 
Special Areas formed the West Cumberland Industrial 
Development Company, Ltd., and granted the company 
powers to build factories on selected sites in various parts of 
the Area. This has enabled us to put down factories close 
to the people for whom we are endeavouring to find employ- 
ment, and has also enabled us to offer prospective indus- 
trialists choice of sites, each with its own special advantages. 

We have received a large number of enquiries from aliens, 
and particularly from Czechoslovakia. Enquiries, from what- 
ever source they may come, are equally welcomed. 


Yours faithfully, 


Whitehaven. JOHN PATTINSON. 


The Shape of the Trade Cycle 


TO THE EDITOR OF THE ECONOMIST 


Sir,—The following appears in the article under the 
above heading in your issue of August 27th :— 

. . the changing relationships between agricultural and 
industrial prices are clearly of crucial significance in the working 
of a world economy based upon the exchange of primary 
products for manufactures. Low agricultural prices relative 
to industrial prices mean small purchases of manufactured 
goods and slackened industrial activity; and, while high 
agricultural prices mean high exports of manufactures from the 
industrial nations and quickened industrial activity, they also 
bring with them rising costs of industrial production and an 
enhanced cost of living which eats into the purchasing power 
of the industrial masses. 

While high prices for primary products mean high exports 
of manufactures from the industrial nations and quickened 
industrial activity, is it inevitable that they should bring 
with them rising costs of production ? 

If manufacturers would wait until the high exports had 
materialised before raising the prices of their finished 
products to the consumer, and would look for their increased 
profits from the fuller utilisation of their plant rather than 
from the higher prices of the finished products, would they 
not encourage sales of their goods and avoid the reaction 
which the enhanced selling price of consumer goods appears 
always to bring about ? 

Much of the benefit of the higher purchasing power of 
the producer of primary products which high prices brings 
is lost as soon as the manufacturer increases the selling 
price of his goods. The heavy capitalisation of the modern 
manufacturing plant means that the interest on capital 
investment is a very important factor in a manufacturer’s 
costs, in relation to which the cost of the raw material and 
even of wages are frequently of relative unimportance. _ 

Although high wages to labour in manufacturing countries 
and high primary products prices (which means high wages 
in countries producing them) bring increased consumption 
of manufactured goods, manufacturers are inclined _to 
regard them as unmixed evils. But, owing to the high 
capitalisation of manufacturing plants, the advantages of 
keeping machinery employed at 80-100 per cent. of its 
Capacity are so great, as compared with utilisation of plant 
at only 50 per cent. of capacity or less, that the amount paid 
out for wages or raw materials is of smaller significance 
in the ultimate cost than is generally realised. 


Yours truly, 
Frepx. C. HARDING. 
Port of Spain. 





Books 


and Publications 
Modern Banking 


Tuis book* is a general survey of modern banking. Begin- 
ning with a brief account of the functions of banks, Mr 
Sayers describes the typical developed banking system of 
to-day. Mainly he discusses English practice, but the most 
significant differences between our practice and that of other 
countries are succinctly examined. One of the most welcome 
features of the book is its freedom from that tendency to 
idealise one particular phase of banking development so 
common—at least up to 1931—in English textbooks. We are 
constantly kept aware, in reading Mr Sayers, of the extent 
to which any banking system is simply an adaptation to the 
changing needs and shifting local problems of the economic 
world. 

This general exposition of central and commercial bank 
functions is followed by an analysis of the relations between 
banks and the wider economic system, between banking 
Operations and international monetary conditions, and 
between banks and governments. Here the book becomes 
somewhat more difficult, but the treatment of these topics 
remains admirably clear and straightforward. 

In Chapter VI the theory of changes in bank rate is con- 
sidered. Mr Sayers regards bank rate as useful for dealing 
with gold movements under certain conditions. As a method 
of securing a general revision of money incomes, however, 
“it is a halting, clumsy, indeed a brutal, instrument.” 

The collapse of the gold standard is discussed as a double 
issue. Why did the bankers break “the rules of the gold 
standard game” between 1925 and 1931? And, were the 
so-called Cunliffe “rules” really the operative principles of 


* Modern Banking. R.S. Sayers. Oxford University Press 
Humphrey Milford. vii+316 pages. 12s. 6d. 
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the pre-war banking system? To the first question Mr Sayers 
replies that bankers did not break the rules, which they 
(correctly) believed to allow them a wide discretion which, 
however, they may have exercised mistakenly. 

On the more important second point, Mr Sayers claims 
that the Cunliffe Report did not give a true picture of the 
pre-war system—only of what it promised to become. It is 
possible to feel that this comment disposes of the issue far too 
summarily. If we could approach, without any preconcep- 
tions, the monetary arrangements prevailing over a large part 
of the world towards the end of last century, we should be 
impressed most of all by their dependence on a particular 
centre, London, which happened to have attained a high 
degree of technical development about the time when other 
countries found it desirable to use the financial facilities it 
offered. 

It is arguable, that is to say, that without London there 
would have been no international monetary system as we 
knew it before 1931, and that it was because sterling was a 
gold unit that the system actually established was a gold 
standard one. It involved comparatively frequent movements 
in the English bank rate because foreign centres, despite 
large gold reserves, stood in something of the relationship to 
London in which individual banks stand to the central bank 
in an integrated system. In effect, the holding of the inter- 
national system’s final reserve—which had to be mobile—was 
thrown on London. We gather, however, that Mr Sayers’s 
Own position approximates to that of Mr J. M. Keynes; he 
is not enamoured of international monetary arrangements 
unless local conditions can be effectively insulated, when 
desired, from external changes. 

So far as commercial banking is concerned, the most valu- 
able part of this book is perhaps the discussion (in Chapter 
IX) of the distribution of bank assets. The ambiguity of the 
term “ liquidity” in this connection is clearly shown. As 
Mr Sayers shows, what bankers have in mind is partly 
“ shiftability,” i.e. the acceptability by the central bank of 
certain assets, and partly the “ self-realisability” at short 
term of other assets. The last chapter contains a short dis- 
cussion of the issue involved in the nationalisation of 
banking. 

Taken as a whole, Mr Sayers has written a book of high 
quality, which is as stimulating as it is informative. Attrac- 
tively written, it will enable the student to trace the main out- 
lines of modern currency and banking, in both theory and 


practice, unblurred by details of bank routine or commercial 
history. 


Shorter Notices 


“Europe and the Czechs.” By Sheila Grant Duff. 
Penguin Series. 6d. 


This timely book aims at giving the facts, historical, 
political, diplomatic and economic, about the Czech prob- 
lem, in a succinct and popular way. It was brought up-to- 
date right up to the moment of publication; and it achieves 
its topical purpose remarkably well. Even now the public 
needs enlightenment on issues which have shaken the struc- 
ture of world peace to its foundations. Miss Grant Duff has 
responded to their need. 


“The Bank and Insurance Shares Year Book, 1938-39.” 
Compiled and published by Trust of Insurance Shares 
Limited. 739 pages. 10s. 6d. 


This reference book is now in its third year of publication. 
It has quickly established itself as an authoritative source of 
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‘nformation on all aspects of bank and insurance business, 
mosuuinielt and finance. The accounts of 59 banks and dis- 
count companies and 37 insurance companies are analysed in 
detail. Other features include records of share prices and 
dividends, and useful tables summarising the progress of 
banking, discount and insurance institutions in recent years. 
The value of the year book is enhanced by its pleasing 
format. 


“International Year Book of Agricultural Statistics.’’ 
International Institute of Agriculture, Rome. 1013 
pages. L.100. 


The latest edition of this annual volume has again been 
enlarged by the inclusion of statistics of various new crops, 
among which rubber is the most important. Six more 
countries have been included, of which Brazil is the largest. 
The statistics relate mainly to 1936 and 1937, though data for 
the latter year are naturally not complete. 


Books Received 


Wilkinson’s Tea and Coffee Share Manual for 1939. Compiled 
by B. P. Wilkinson. Published by The Investors’ Chronicle, 
391 pages. 3s. 6d. net. The August, 1938, edition of this 
annual work of reference contains revised and up-to-date 
information about companies which produce tea and coffee, 
as _ as statistics and comment upon the industries as a 
whole. 


Common Stock Indices, 1871-1937. Alfred Cowles and Asso- 
ciates, Cowles Commission for Research in Economics. 
Principia Press, Inc. 499 pages. No price stated. 


Latin America and the United States. Graham H. Stuart. D. 
Appleton-Century Company. 510 pages. 15s. 


City of Birmingham: Financial Statement for the year ended 
March 31, 1938. (Birmingham) The Treasurer, The 
Council House. 557 pages. No price stated. 


Summary of 1938 Federal Legislation Affecting Banking. Pub- 
a by The American Bankers’ Association. 29 pages. 
cents. 


Reports of the International Labour Office: Technical and 
Financial International Co-operation with regard to Migra- 


tion for Settlement. P. S. King and Son, Limited. 180 
pages. 4s. 


Ouilines of Economics. By R. T. Ely. Sixth edition. 
millan (New York). 1,064 pages. 15s. 


Labour’s Progress and Problems. By H. A. Millis and R. E. 
Montgomery. McGraw-Hill. 584 pages. 21s. 


League of Nations Studies and Reports on Statistical Methods, 
No. 1: Statistics of the Gainfully Occupied Population. 
32 pages. Is. No. 2: Minimum List of Comimodities for 
International Trade Statistics. 62 pages. 2s. net. No. 3: 
Timber Statistics. 17 pages. 9d. No. 4: Statistics Relat- 


ing to Capital Formation. 22 pages. 1s. (London) Allen 
and Unwin. 


Modern Economic Organisation and Problems. E. W. Shanahan. 
Longmans Green and Company. 401 pages. 4s. 


Industrial and Social Revolution, 1750-1937. L. W. White. 
Longmans Green and Company. 308 pages. 5s. 


Mac- 


Official Publications 


The following may be obtained f HM. 
Office, York House, Kingsway, W.c2 Stationery 


An ee Survey of the Colonial Empire, 1936. £1 7s. 6d. 
net. 


Annual Report of the Chief Inspector of Factori k- 
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THE BUSINESS WORLD 


The City—Then and Now 


O the City’s relief, the nightmare of immediate war 
T has been averted. Many observers looking back over 
the events of a critical week will nevertheless feel that, 
although the history of 1914 so nearly repeated itself, its 
consequences for the City would have been substantially 
different. The position of the financial markets to-day is 
in many respects totally changed compared with the situa- 
tion prevailing during the last few days that preceded the 
outbreak of the war in 1914. It would be essential to lay 
stress on the differences, if only in order to allay fears of 
a recurrence of the chaotic conditions which placed London 
at such a heavy disadvantage during the early days of the 
last war. 

The difference between August, 1914, and September, 
1938, may be summed up under three headings. First, there 
is a difference in the technical position of the discount 
market; secondly, there is a difference in the psychological 
preparedness of the City in an emergency; and, thirdly, 
there is a difference in the readiness and ability of the 
authorities to take action in order to cope with emergency. 
Regarding the technical position, it is sufficient to recall 
that the volume of bills outstanding at present is a mere 
fraction of its volume of 24 years ago. Informed estimates 
of the volume of bills in August, 1914, vary between £350 
millions and £500 millions. Even if the lower figure is 
accepted, the volume of bills in 1914 must have been at 
least four times the present amount of bills carried by the 
market. 

Nor is this all. About half of the bills outstanding at 
present have already been frozen for the last seven years. 
As far as standstill bills are concerned, the arrangement 
by which for seven years they have been treated as if they 
were liquid would become even more of a fiction than it 
is to-day if we were at war with the debtors’ country, and 
the standstill might have to come to an end. But, in any 
case, since 1931 most banks have had ample opportunity 
to make provision for a large part of their frozen standstill 
credits, and they would be able to take up their own bills 
without any difficulty. In relatively few instances assistance 
might be required, but the amount involved could not be 


very large. 
As for the bills which do not come under the standstill, 
the bulk of them were drawn to finance trade with coun- 
tries which are not likely to be affected by European war. 
While temporary disorganisation might cause inconveni- 
ence in many instances, the bulk of these bills would remain 
self-liquidating. The more countries were opposed to us in 
a conflict, the higher, of course, would be the total of 
frozen bills. Nevertheless, the total which might con- 
ceivably have to be looked after would be a negligible frac- 
tion of £120 millions, which was the amount of the 
bills which had to be taken into “cold storage” in 
August, 1914. Thus the crisis in the discount market 
experienced at the outbreak of the last war would not 
Ba sag to anything like the extent experienced in 
Another important difference is in the extent to which 
the financial community is prepared to face the blow of an 
outbreak of war. In August, 1914, the City was caught 
utterly unprepared. The war and the financial crisis that 
accompanied it came entirely as a bolt from the blue. At 


the end of July, 1914, everybody took it for granted that 
the methods that had created prosperity and stability for 
nearly 100 years would continue for ever. It was no wonder 
that the City was stunned by the shock when, from an 
atmosphere of confidence, it stepped into chaos overnight. 
Until the very last moment, most people were convinced 
that Great Britain would keep out of the European war. 
When it was decided to declare war on Germany the finan- 
cial community and the public were psychologically 
entirely unprepared for the decision. At present, however, 
the state of affairs is totally different. For one thing, even 
before the development of acute political tension, condi- 
tions had been distinctly depressed for many months past. 
The political crisis itself developed slowly and gradually. 
After a series of isolated war scares the tension became 
continuous from July onward, and in the last few weeks 
there can have been few people in the City who did not 
envisage the strong possibility of an armed conflict in 
which Great Britain would be heavily involved. This being 
so, the outbreak of war would not have taken the financial! 
markets by surprise. 

By far the most important difference between the imme- 
diate financial consequences that would have followed an 
outbreak of war at the present time and the events of 
August, 1914, lies in the attitude which the authorities 
might have adopted in the face of emergency. There can be 
little doubt that the shock of the outbreak of war in 1914 
became accentuated to no slight degree as a result of the 
Bank of England’s decision to raise Bank rate to 10 per 
cent. It is unlikely that the authorities would resort to simi- 
lar drastic methods to-day. In 1914 the main object of this 
move was to call in credits from abroad in order to support 
sterling. This object was so well attained that for a short 
while sterling went to an entirely abnormal premium 
against the dollar. Whether or not the result provided 
adequate compensation for the considerable inconvenience 
caused by the high Bank rate is a matter of opinion. What 
is important is that the motive for the action of 1914 does 
not now exist. The amount of the credits which could be 
called in with the aid of a Bank rate is at present so small 
that it would certainly not be worth while to disorganise 
trade and inflict inconvenience upon the financial markets 
for the sake of such a meagre result. In any case, the same 
result could be achieved much more easily through a 
request to the London banks to call in their foreign credits. 
Such a direct method of intervention would have been 
entirely unprecedented in 1914, but similar requests have 
become accepted practice during recent years. 

This does not necessarily mean that the Bank rate would 
not be raised to a relatively high figure on the outbreak of 
war, or even before. But it would be done for more normal 
and technical reasons. If money rates should tend to rise, 
notwithstanding the cheap money policy which the Trea- 
sury would be as anxious in war as in peace to continue, 
then Bank rate would follow the trend. What is unlikely is 
that the deliberate increase of Bank rate, almost for its own 
sake, would be repeated. It may be taken for granted that 
the authorities would not rely upon Bank rate for the 
regulation of the market to anything like the extent 
they did in 1914. Apart from direct intervention, 
such as the request to call in short-term credits, the 
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authorities have at their disposal their highly developed 
technique of open market operations, which was in a much 
more rudimentary form 24 years ago. 

The Government is altogether better equipped to meet 
an emergency than it was in 1914. In the sphere of foreign 
exchange it is now in possession of an organisation by 
which the market can be held under control. Had the 
Exchange Equalisation Account existed in 1914 the 
sterling-dollar rate would never have been allowed to rise 
even temporarily to the drastic level of $7 to the pound. 
An outbreak of war might, in fact, make comparatively 
little difference to the activities of the Exchange Equalisa- 
tion Account, which would continue to control sterling as 
before. Its task might well be facilitated by the restrictions 
that would doubtless be placed on some categories of trans- 
actions by British subjects. 
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During the tension of the last few days, part of the 
transition from a state of peace to a state of imminent war 
had been gradually accomplished. Voluntary measures for 
fixing minimum prices for Government loans have been 
successfully tested. Others have been discussed and 
decided upen, so that there would be no need for hasty 
panic decisions. There is therefore every reason to believe 
that if the final shock had come, it would have had a 
relatively moderate effect upon the City. The idea that the 
outbreak of a major war must necessarily be accompanied 
by a major financial panic is not merely fallacious but 
dangerous, for the mere fact that an unduly large number 
of people believe that the experience of 1914 must neces- 
sarily be repeated would have tended to accentuate the 
disorganisation, which war must necessarily bring to the 
mechanism of the City. 


Stock Exchange Policy 


T would be difficult to discover any period in Stock 
Exchange history in which hopes have sunk so low, to 
be so spectacularly revived, as in the past five days. The 
security markets have been increasingly apprehensive since 
the Czech problem came to a head. But this week they 
have tasted the bitter threat of war itself, and enjoyed the 
relief of catastrophe averted at the fifty-ninth minute. 
When the Prime Minister, at the outset of his dramatic 
speech on Wednesday, declared that the situation to-day 
had no parallel since 1914, his words were appre- 
ciated to the full in another “ House.” Until the un- 
expected dénowement at the end of the speech sent prices 
ablaze in the “Street” market, indeed, the gilt-edged 
market had been dealing for two days on the basis of 
minimum prices—a situation unknown since the Great 
War. For any security market, the maintenance of peace is 
an essential condition for free dealings and representative 
quotations. As soon as emergency threatens, the most which 
investors and professional dealers can do is to avoid preci- 
pitate action, and, in the process, the normal channels of 
business inevitably dry up. 

In the strained circumstances of the past three weeks, 
the London Stock Exchange may take credit for calmness 
and discretion. It is true that the immediate danger of 
war—which threatened on September 14th, and again 
this week—produced serious falls in quotations, and an in- 
evitable increase in sales, particularly of gilt-edged 
securities. On Monday this week, War Loan again pro- 
vided a target for renewed selling, falling 44 points to 
the wholly abnormal basis of 93-96. Indeed, dealings in the 
stock were marked as low as 90 and as high as 98—surely 
the widest extremes ever recorded in one day’s business in 
the premier gilt-edged security. 

Against falls such as these, some action was imperative if 
a semblance of rational dealing conditions was to be pre- 
served. There were, as always, the usual complaints regard- 
ing the “ uncommercial ” attitude of jobbers, coupled with 
the usual unreadiness of the critics to perceive that it is 
not the jobber’s function to take unlimited amounts of 
stock in a “one way” market. Accordingly, to meet a 
situation which was indeed without parallel since 1914, 
jobbers in gilt-edged, municipal and dominion stocks 
quoted agreed minimum prices at the opening of business 
on Tuesday, below which they were not prepared to deal. 
In most cases, these minimum prices (which are set out in 
greater detail on page 30) were the same as, or fraction- 
ally higher than, the bid quotations in the Official List on 
Monday. War Loan, for instance, which was quoted 93-97 
on that day, was called 93-95, and could not be sold below 
93. These precautionary measures by the jobbers, although 


not taken at the behest of the Stock Exchange Commi 
no doubt had the latter’s approval. : pes 


Brokers were not stopped from dealing below these 
minimum prices. They appear in the main to have 
observed them loyally, but some “ outside ” bargains at 


lower levels are reported to have been transacted. Nor did 
the scheme carry any Treasury mandate. It was, in fact, a 
purely private arrangement between the jobbers in one 
section of the market to produce order where disorder 
threatened, and there can be no doubt that it was gener- 
ally successful, and generally appreciated. There is natur- 
ally a risk that fixed minimum prices, under the conditions 
which prevailed during the first part of the week, provide 
an outlet for sellers without encouraging buyers; but 
selling orders have generally been cleared, even though 
jobbers on occasion have been willing to offer stock at the 
minimum—in other words, to forgo any “turn” in the 
interest of maintaining a market. 


In unofficial dealings on Wednesday, and when the 
“House” re-assembled on Thursday, these minimum prices 
had already lost reality on the sudden change in the politi- 
cal situation. But they open up the larger question of 
Stock Exchange policy in times of extreme political emer- 
gency. They appear to provide a partial solution to a 
problem which has been debated for twenty-four years: 
under what conditions, if any, should the market be closed ? 
When the closure was applied on July 31, 1914, there were 
many in the Stock Exchange, as well as outside, who critit- 
ised the action of the authorities. On that occasion closure 
preceded the fixing of minimum prices, which took effect 
on September 14th—nearly four months before the market 
was again officially opened. To-day, the entire market is in 
an appreciably stronger position in one respect than in 
1914. Its total commitments have been reduced to a point 
which approaches more closely to technical equilibrium 
than on any occasion in recent years. Yet serious price re- 
actions, as Monday’s dealings clearly threatened, might 
have produced untoward effects on other parts of the credit 
structure. The uncovering of loans backed by collateral 
security was regarded in 1914 as an imperative reason for 
closing the Stock Exchange. Judging from the behaviour 
of the market when it was reopened in 1915, however, it 
Was not easy to justify a step which affected the prestige 
of the freest market in the world, when Lombard Street 
itself was still able to function with assistance. 


It is probable that the majority opinion to-day would 
be in favour of maintaining an open market, provided that 
Precautions against the consequences of extreme selling 
could be observed. Even the partial introduction of mini- 
mum prices this week has demonstrated their superiority 
both to closure and to panic. Under conditions of prolonged 
crisis, Minimum prices would need to be extended to all 
markets under official control to prevent “ black ” dealings, 
at least for a time. Here, again, the war-time precedent is 
of interest. Treasury sanction was given to a new list of 
minimum prices in March, 1915. In November of that 
year dealings in gilt-edged stocks were released from 
control, and in July, 1916, the market was restored to full 
freedom. As an alternative even to short closure, the advan- 
tages of this method of control must be obvious. 


As we write, investors have real ground for hoping that 
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the need for such measures will be averted. But even now 
the investor can hardly venture far upon a positive policy. 
A | tae ve settlement, even of a partial character, would 
undoubtedly bring a substantial further recovery in all 
sections of the market. Yet it is evident that the long-term 
market outlook, on these assumptions, may still present 
the unattractive alternatives of a re-armed peace or eventual 
war. On the former assumption, fiscal strain will become 
increasingly evident; the armament industries and their 
ancillaries will enjoy a further period of intense activity; 
and the course of trade generally will be determined largely 
by political factors, secondarily by arms activity, and only 
partially by the play of free economic forces and the trend 
of American industry. 

These, after all, are the general conditions under which 
the investor has been called increasingly to operate during 
the past year or two, and he has had ample notice to effect 
his dispositions to accord with them. The effect of the last 
critical weeks upon business activity has yet to be recorded 
statistically, but even if the crisis is averted it has obviously 
affected the speed of general economic recovery. Yet, con- 
sidered solely in terms of investment values, such condi- 
tions are infinitely preferable to war, which spares no 
department of the Stock Exchange. The following index 
numbers illustrate this point : — 


British U.S. 
andIndian British S. African Common 


Stocks* Industrials* Mines* Stockst 
July, 1914 ......065 100 100 100 100 
January, 1915...... 91 85 75 97 
December, 1915... 84 73 75 126 
December, 1916... 76 83 80 130 
December, 1917... 75 88 80 yt 
December, 1918... 81 100 93 105 
December, 1919... 71 112 125 119 
December, 1920... 63 66 76 91 


* Based on Bankers’ Magazine indices. ¢ Based on Cowles 
Commission index. 


By the end of 1916, it will be seen, gilt-edged, indus- 
trial and mining securities had suffered a depreciation of 
between 20 and 25 per cent., compared with July, 1914. 
It was not, indeed, until war had been ended a year that 


THE ECONOMIST 





25 


inflationary factors held sway and fixed-interest and equity 
stocks parted company. But these inflationary consequences 
were essentially post-war phenomena, and they proved 
short-lived. The only major protection available to the 
investor during the early stages of the Great War lay in 
a holding of American common stocks, although even these 
were 9 per cent. lower at the end of 1917, compared with 
July, 1914. 


Such figures illustrate the limitations to which any 
attempt to hedge the war risk is necessarily subject. In 
minor degree, the same limitations hold under conditions ot 
re-arming peace. The main distinction between the two 
situations is one of economic control. In both, the problem 
of Budget deficits and high taxation must be faced. In 
both, the authorities would keep a close watch on the profits 
of the armaments industry. In both, fears of inflationary 
developments upon the prices of essential materials and 
primary foodstuffs would be tempered, for a time at least, 
by the existence of considerable unabsorbed supplies, actual 
and potential. All these factors tend to limit the advan- 
tages of equity shares generally, as a war risk hedge. They 
might leave some scope for industries serving the arma- 
ment trades and for suppliers of essential war materials. 
But they might not provide the same advantages as care- 
fully chosen gold-mining shares or American industrial 
securities, under wartime conditions. 


Such conclusions illustrate the negative policy which 
alone would have been open to the investor, if a grave 
emergency had developed into war. For the immediate 
future, much depends on the nature of the Munich agree- 
ment, and the political temper which emerges from it. It 
may renew the forces of economic recovery in the United 
States which have lately been checked. If it demonstrates 
that war has been wholly averied, rather than deferred, it 
could pave the way to general economic improvement. But 
these are large assumptions at present, and the investor 
would be well advised to exercise all his powers of vigilance 
for the time being. Meanwhile, the crisis of recent weeks 
will have served to emphasise one useful investment lesson 
—that a well-chosen portfolio, in the last resort, affords the 
best protection against adversity, short of actual disaster. 


Munition Metals 


IX this machine age metals play a decisive part in peace 
as in war. But while the qualities and uses of the 
non-ferrous metals—aluminium, copper, lead, spelter and 
tin—have received much publicity, the steel alloying metals 
—including chromium, cobalt, manganese, molybdenum, 
nickel, titanium, tungsten and vanadium—have perhaps 
not received the attention they deserve as a result of their 
growing importance, partly, perhaps, because the majority 
of them are sold by private treaty. Antimony and mer- 
cury, though not, strictly speaking, ferro-alloying 
elements, are also important munition metals. Although 
some substitution is possible, ferrous metals are indis- 
pensable in the manufacture of modern armaments. A 
description of their properties, uses and sources of supply 
may, therefore, be of interest. 

To the layman, steel is a uniform product made from 
fron ore; but the engineer recognises an infinite variety of 
steels—just as a connoisseur of wine can distinguish 
between a multitude of growths, each with its distinctive 
flavour. Since the Great War technical progress in metal- 
lurgy has, perhaps, been more rapid than in any other 
period of the steel age, and the main feature of recent 
Progress in this field has been the development of alloy 
steels—the metal markets now recognise some 8,200 alloys 
—designed to meet the strains and stresses to which the 
modern aeroplane, the motor car and the engines of war 
are subjected. Indeed, metallurgical research is probably 
more highly concentrated on alloy steels than on any other 
type of ferrous metal. 


The remarkable increase in the efficiency of modern 
engines of all kinds is largely due to the rapid technical 
progress in the manufacture of alloy steels. It is now 
possible, for example, to produce steels of a tensile strength 
of over 130 tons per square inch. As a result, the ratio of 
power to weight, which is all-important in the aeroplane 
engine, has been appreciably increased. Again, in the 
manufacture of armaments, makers of armour-piercing 
shells have been running a neck-and-neck race with pro- 
ducers of armour plate, which has led to a remarkable 
improvement in the efficiency of both. A few facts concern- 
ing the chief uses of the different alloying metals may be 
briefly set out. 
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Manganese.—An addition of 7-18 per cent. of man- 
ganese to steel results in an alloy of great strength and 
elasticity combined with hardness. It is used in the manu- 
facture of jaws for stone and ore crushers, of dredger 
baskets, tramway and railway switches and crossings, 
mining car wheels and burglar-proof vaults. Its non- 
magnetic property is of great value in the construction of 
submarine mines whose presence cannot be detected by 
magnetic means. It enters into the composition of shrapnel- 
proof helmets. Manganese is also used for decarbonising, 
desulphurising and purifying steel. 

Chromium.—Added in small quantities, chromium 
slightly raises the tensile strength of steel but slightly 
diminishes its ductility. A large proportion of chromium 
renders steel brittle. Steel containing chromium is used in 
the production of armour-piercing shells and diaphragms 
in connection with submarine work. It enters into the com- 
position of stamp shoes, dies for crushing hard ores, 
drawing dies, finishing rolls, chisels, impact tools, axes, 
hammer heads, balls and rollers for bearings, automobile 
axles and springs and locomotive frames and springs. 

Nickel.—The ability to impart great tensile strength and 
ductility as well as corrosion-resistance to alloys is nickel’s 
outstanding merit. Other applications arise from the 
magnetic qualities found in alloys containing certain per- 
centages of nickel. While important as an armament metal, 
by far the greater part of the output of nickel is used for 
commercial purposes. Nickel steel is employed in 
machinery handling foods and beverages, in the mining 
and petroleum industries and in the moving parts of heavy- 
duty transport equipment, from high-speed aviation to 
slow-moving Diesel engines. 

Cobalt.—The principal uses of this metal are about 
evenly divided between the metallurgical and ceramic 
industries. In metallurgy it is used in high-speed cutting 
steels, in the production of stellite alloys (cobalt and 
chromium with small amounts of other metals) used for 
cutting metals at high speed, and in the manufacture of 
permanent magnets. 

Tungsten.—Tungsten renders steel hard and improves 
its wearing properties. Consequently, it is indispensable in 
the production of cutting, crushing and grinding tools. It 
is used for filaments in electric lamps and wireless valves 
and as a catalyst in chemical operations. 

Molybdenum is an excellent substitute for tungsten; it 
is to a large extent interchangeable with vanadium and can 
be used in place of nickel, for example, in the manufac- 
ture of structural steel. 
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Vanadium.—Vanadium has probably the most powerful 
influence of all alloying metals on the properties of steel. 
An addition of 0.2 per cent. of this metal increases the 
elastic limit and tensile strength of mild steel by about 
50 per cent. It is used in the manufacture of the highest 
classes of tool steel. Ordinary steel becomes brittle or 
“ fatigued ” under continual vibration or under variable 
strains. The addition of a small percentage of vanadium 
helps, for example, the piston and connecting rods of an 
engine, alternately under tension and compression, to resist 
deterioration. 

Titanium.—By adding to a bath of steel or cast iron a 
ferro-carbon titanium containing about 15 per cent. of 
titanium, the bath can be almost entirely cleansed from 
dissolved or occluded gases, such as oxygen and nitrogen, 
and from oxides of iron usually present in steels. Titanium, 
therefore, is used in the production of pure steels. The 
addition of 1 per cent. of titanium to steel renders it 
practically rust-proof and very hard. 

Antimony and Mercury.—Antimony is used in the pro- 
duction of “hard” lead, type metal, anti-friction metals 
and Britannia metal. It is an essential constituent of the 
ordinary shrapnel bullet, its effect being to harden the lead 
and prevent the bullets from losing shape on the bursting 
of the shell which contains them. The fulminate of 
mercury is employed as a detonator for high explosives and 
in percussion caps and primers for the ignition of explo- 
sives employed in the mining industry. 

The principal sources of supply of these metals are given 
in the accompanying table, which shows production in the 
principal countries in 1936, as estimated by the Imperial 
Institute. As will be seen, all the principal consuming 
countries are dependent on imports for most of these 
metals, and only a few industrial countries—including the 
United States, the U.S.S.R., Italy and Japan—possess 
significant domestic supplies of any one of them. 

The British Empire produces substantial quantities of 
chromium, cobalt, manganese, titanium, tungsten and 
vanadium and practically the whole of the world’s output 
of nickel, but is deficient in antimony, molybdenum and 
mercury. Molybdenum can be obtained from the United 
States. Difficulties, in time of war, might arise in the case 
of mercury, for supplies might not be obtainable from Italy, 
and, in lesser degree, of antimony if Chinese supplies were 
not available. France, like the United Kingdom, has in- 
significant domestic resources, but obtains some of the 
metals from her Empire—cobalt and molybdenum from 
Morocco, and nickel and chromium from New Caledonia. 


a resstsnsessssssstesennnsesmmssnnemammnnenmnnmeeeesse-epep 


PRODUCTION OF IMPORTANT METALS IN 1936 






















ee en se 





Chromium Cobalt Manganese Molybdenum] Nickel Titani i 
ia 7 itanium | Tungsten | Vanadium | Antimon Mercwu 
min cee (6) (6) (d) (Iimenite) (0) (6) (d) . rv 
10,000 tons | 1,000 cwt. 25,000 tons 1,000 cwt. 1,000 tons | 10,000 tons | 1,000 tens 2,000 tons | 50,000 Ibs. 
iste ; 1000 tons 000 cwt. ’000 tons "000 tons 000 tons tons 000 tons 7000 Ib. 
South Africa 119-2 
South-West Africa eee ade -_ ° 
— pate. soe eee 4,864(a) 
Northern Rhodesia Pin “ 201 a 
oe | ae 214-O(e) on no oz “0 
Indi wevtneeneen 407-0 1-3 140°5 3:0 oe a 4 
75°8 ee yrs 1 ns a 
. 255-7 
; 17-5(a) a ip 7:2 403.3 
770) one 1:3 ae 614(a) me 
an 283(e) = 
ss ‘3 ei : - 3,247°4 
- - : : G3. 
38°5 . s "i a 
vs “ fe aie re 63-5 
2935 %2 : hi eee 4:2(e) eee 17:0 eee 
‘Oa wie 1-8(d se se ae a nt 
gis 3-8 _ ) a eee ere eee ere 
a 4:8 a ee re eee eee 






(6) Metal content of ore, 





(c) Concentrates. 






(d) 1935. 


(e) Exports. 











an’ 
oe 
re 
sty. 
ee 
ty 
aS 
ae 
x 
o 
a: 
eae 
om 
a 
it 









October 1, 1938 


Germany is bare of domestic supplies; and her immediate 
neighbours can supply only small quantities of chromium 
(Jugoslavia) and mercury (Czechoslovakia). Italy is also 
devoid of all these metals except mercury, of which 
Italy and Spain are the world’s two chief sources. Some of 
Japan’s needs of chromium and manganese can be supplied 
from domestic ores, but she has to rely on imports for the 
other metals. The United States produces tungsten and 
vanadium, is practically independent of foreign mercury 
and is the most important producer of molybdenum. 
Canada is the largest source of nickel and has a large pro- 
duction of cobalt, and Mexico produces antimony. North 
America as a whole thus lacks only chromium, manganese 
and titanium. 

From the strategic point of view, Great Britain would 
be favourably placed for obtaining supplies of almost all 
these metals in wartime, provided the sea routes to 
America, Africa and the East could be kept open. France 
would-presumably be in the same position. Russia would 
have no difficulty about chromium and manganese and 
would have some nickel, but, if the trade routes with the 
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outside world were closed, would be devoid of the other 
metals, except, perhaps, tungsten and antimony from 
China. Germany and Italy would be in a very unfavour- 
able position. Japan, if she had access to Chinese supplies, 
would be tolerably well supplied with at least some of the 
more important of these metals. 

The relative importance of these metals cannot be 
judged by the volume of their output, for the percentage 
of the alloying element added to steel in order to produce 
the desired properties varies considerably. But, taken as a 
group, their growing importance for commercial and 
armament purposes is revealed by the remarkable increase 
in demand during the past few years. For example, the 
world’s output of chrome ore rose from 590,000 tons in 
1929 to 1,040,000 tons in 1936. During the same period, 
world production of manganese ore advanced from 
3,600,000 tons to 5,200,000 tons, while output of nickel 
rose from 55,000 tons to 87,200 tons. Moreover, metal- 
lurgical experts foresee further technical progress which 
will assure a continuance of the rapid increase in the 
demand for the majority of these rarer metals. 


Finance and Banking 


Rise in Discount Rates.—The situation in the 
discount market has this week evolved with a rapidity equal 
to the speed of events in the international crisis. Towards 
the end of last week it was already apparent that in the 
tug of war on rates between the popularity of the end-of- 
year bill and the implications of international developments 
the former technical factor failed to make the slightest im- 
pression. The end-of-year Treasury bills therefore went at 
ld. under 1 per cent. During the first half of the present 
week the open market rate of discount was raised day by 
day and by Wednesday up to 2 per cent. was in certain 
cases quoted for three months fine bank bills. The Bank 
rate had in other words become theoretically effective, 
though in practice no bills were taken for discount at the 
bank. In the prevailing circumstances there has of course 
been no finely adjusted open market for bills. The rate for 
remitted bills to be discounted “at best” has differed 
fairly widely from that for bills obtained in competition. 
On Wednesday, for example, the competitive rate may 
have been 1} and not 2 per cent., but none the less a fair 
amount of business was done at the higher figure. The rise 
in discount rates has not been caused by a corresponding 
hardening in short-term money rates. The clearing banks 
have continued to lend against bills at 4 per cent., though 
the volume of such money is strictly limited. There has 
been some evidence of calling from the clearing banks 
during the week. For bond money the rate paid to outside 
lenders has remained between } and % per cent., but it is 
fairly evident that the total supply of outside money is 
now much smaller than it was. Many houses in the dis- 
count market, realising the precariousness of a good deal of 
what remains of outside money, have preferred to cease 
depending on it, and have gone to their clearing bankers 
for bond money for which the fixed charge of 1 per cent. 
has been made. The borrowers have decided to pay a little 
more for their bond money, regarding that as an adequate 
price to pay for the advantage of converting such loans 
from “ bad ” to “ good ” money. 


* * * 


The discounting of bills of longer currency has been 
largely a matter of negotiation—and of difficult negotiation 
at that. Up to 3 per cent. has been quoted for six months 
bills but the rate has been wholly nominal. One illustration 
of the difficulties experienced in discounting longer dated 
paper was provided by the tenders for the Liverpool year- 
ling bills opened on Tuesday of this week. The amount on 
offer was £1,000,000 and applications totalled only 
£100,000. Even these were apparently based on so un- 
favourable a rate to the borrower that they were rejected 
and the tenders postponed to some more propitious 
moment. The dramatic turn of events on Wednesday after- 


noon has found little reflection in the discount market. 
Though no change in Bank rate was made on Thursday 
the level of quoted open market rates remained substan- 
tially unchanged with three months bills at 13 to 142% per 
cent. One of the reasons for this insensitiveness of dis- 
count rates to the change in political sentiment was the 
fact that the money position on Thursday was feeling the 
backwash of the enormous movements of funds that 
occurred in the more strained hours on Wednesday. The 
exodus of capital, which was largely responsible for the 
drop in sterling to $4.60, found its counterpart on Thurs- 
day in heavy calling of funds by foreign and other outside 
institutions. Moreover, large withdrawals of bank notes 
on Wednesday by firms large and small which were pre- 
paring for the possible eventuality of a bank holiday and 
temporary moratorium were having an effect on the clear- 
ing banks’ cash positions and helped to maintain compara- 
tively stringent conditions in the short loan market. Even 
though the climax in the international crisis may possibly 
have passed, it is unlikely that discount rates will return 
in the near future to their recent basic minimum levels. 


* * * 


Record Note Expansion.—This week the note 
circulation has risen from £479.2 to £500.9 millions. This 
increase of £21.7 millions is a record for any single week 
since the amalgamation of the note issues ten years ago. 
No comparison, of course, is possible with August, 1914, 
as notes were then not the main medium of circulation. 
There are many obvious explanations for this movement. 
First there are the normal quarter-day requirements, while 
there may also have been a certain amount of foreign 
hoarding. Then the banks have probably been strengthen- 
ing their currency reserves all over the country, not 
because they are afraid of anything like a run, but because 
the outbreak of war would have created new currency 
requirements. Territorials, when mobilised, would at once 
qualify for pay; there might be billeting charges, and 
also wage payments for the host of miscellaneous civilian 
public servants. The evacuation of children and others 
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Manganese.—An addition of 7-18 per cent. of man- 
ganese to steel results in an alloy of great strength and 
elasticity combined with hardness. It is used in the manu- 
facture of jaws for stone and ore crushers, of dredger 
baskets, tramway and railway switches and crossings, 
mining car wheels and burglar-proof vaults. Its non- 
magnetic property is of great value in the construction of 
submarine mines whose presence cannot be detected by 
magnetic means. It enters into the composition of shrapnel- 
proof helmets. Manganese is also used for decarbonising, 
desulphurising and purifying steel. ; 

Chromium.—Added in small quantities, chromium 
slightly raises the tensile strength of steel but slightly 
diminishes its ductility. A large proportion of chromium 
renders steel brittle. Steel containing chromium is used in 
the production of armour-piercing shells and diaphragms 
in connection with submarine work. It enters into the com- 
position of stamp shoes, dies for crushing hard ores, 
drawing dies, finishing rolls, chisels, impact tools, axes, 
hammer heads, balls and rollers for bearings, automobile 
axles and springs and locomotive frames and springs. 

Nickel.—The ability to impart great tensile strength and 
ductility as weil as corrosion-resistance to alloys is nickel’s 
outstanding merit. Other applications arise from the 
magnetic qualities found in alloys containing certain per- 
centages of nickel. While important as an armament metal, 
by far the greater part of the output of nickel is used for 
commercial purposes. Nickel steel is employed in 
machinery handling foods and beverages, in the mining 
and petroleum industries and in the moving parts of heavy- 
duty transport equipment, from high-speed aviation to 
slow-moving Diesel engines. 

Cobalt.—The principal uses of this metal are about 
evenly divided between the metallurgical and ceramic 
industries. In metallurgy it is used in high-speed cutting 
steels, in the production of stellite alloys (cobalt and 
chromium with small amounts of other metals) used for 
cutting metals at high speed, and in the manufacture of 
permanent magnets. 

Tungsten.—Tungsten renders steel hard and improves 
its wearing properties. Consequently, it is indispensable in 
the production of cutting, crushing and grinding tools. It 
is used for filaments in electric lamps and wireless valves 
and as a catalyst in chemical operations. 

Molybdenum is an excellent substitute for tungsten; it 
is to a large extent interchangeable with vanadium and can 
be used in place of nickel, for example, in the manufac- 
ture of structural steel. 
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Vanadium.—Vanadium has probably the most powerful 
influence of all alloying metals on the properties of steel. 
An addition of 0.2 per cent. of this metal increases the 
elastic limit and tensile strength of mild steel by about 
50 per cent. It is used in the manufacture of the highest 
classes of tool steel. Ordinary steel becomes brittle or 
“ fatigued” under continual vibration or under variable 
strains. The addition of a small percentage of vanadium 
helps, for example, the piston and connecting rods of an 
engine, alternately under tension and compression, to resist 
deterioration. 

Titanium.—By adding to a bath of steel or cast iron a 
ferro-carbon titanium containing about 15 per cent. of 
titanium, the bath can be almost entirely cleansed from 
dissolved or occluded gases, such as oxygen and nitrogen, 
and from oxides of iron usually present in steels. Titanium, 
therefore, is used in the production of pure steels. The 
addition of 1 per cent. of titanium to steel: renders it 
practically rust-proof and very hard. 

Antimony and Mercury.—Antimony is used in the pro- 
duction of “hard” lead, type metal, anti-friction metals 
and Britannia metal. It is an essential constituent of the 
ordinary shrapnel bullet, its effect being to harden the lead 
and prevent the bullets from losing shape on the bursting 
of the shell which contains them. The fulminate of 
mercury is employed as a detonator for high explosives and 
in percussion caps and primers for the ignition of explo- 
sives employed in the mining industry. 

The principal sources of supply of these metals are given 
in the accompanying table, which shows production in the 
principal countries in 1936, as estimated by the Imperial 
Institute. As will be seen, all the principal consuming 
countries are dependent on imports for most of these 
metals, and only a few industrial countries—including the 
United States, the U.S.S.R., Italy and Japan—possess 
significant domestic supplies of any one of them. 

The British Empire produces substantial quantities of 
chromium, cobalt, manganese, titanium, tungsten and 
vanadium and practically the whole of the world’s output 
of nickel, but is deficient in antimony, molybdenum and 
mercury. Molybdenum can be obtained from the United 
States. Difficulties, in time of war, might arise in the case 
of mercury, for supplies might not be obtainable from Italy, 
and, in lesser degree, of antimony if Chinese supplies were 
not available. France, like the United Kingdom, has in- 
significant domestic resources, but obtains some of the 
metals from her Empire—cobalt and molybdenum from 
Morocco, and nickel and chromium from New Caledonia. 


PRODUCTION OF IMPORTANT METALS IN 1936 
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Germany is bare of domestic supplies; and her immediate 
neighbours can supply only small quantities of chromium 
(Jugoslavia) and mercury (Czechoslovakia). Italy is also 
devoid of all these metals except mercury, of which 
Italy and Spain are the world’s two chief sources. Some of 
Japan’s needs of chromium and manganese can be supplied 
from domestic ores, but she has to rely on imports for the 
other metals. The United States produces tungsten and 
vanadium, is practically independent of foreign mercury 
and is the most important producer of molybdenum. 
Canada is the largest source of nickel and has a large pro- 
duction of cobalt, and Mexico produces antimony. North 
America as a whole thus lacks only chromium, manganese 
and titanium. 

From the strategic point of view, Great Britain would 
be favourably placed for obtaining supplies of almost all 
these metals in wartime, provided the sea routes to 
America, Africa and the East could be kept open. France 
would-presumably be in the same position. Russia would 
have no difficulty about chromium and manganese and 
would have some nickel, but, if the trade routes with the 
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outside world were closed, would be devoid of the other 
metals, except, perhaps, tungsten and antimony from 
China. Germany and Italy would be in a very unfavour- 
able position. Japan, if she had access to Chinese supplies, 
would be tolerably well supplied with at least some of the 
more important of these metals. 

The relative importance of these metals cannot be 
judged by the volume of their output, for the percentage 
of the alloying element added to steel in order to produce 
the desired properties varies considerably. But, taken as a 
group, their growing importance for commercial and 
armament purposes is revealed by the remarkable increase 
in demand during the past few years. For example, the 
world’s output of chrome ore rose from 590,000 tons in 
1929 to 1,040,000 tons in 1936. During the same period, 
world production of manganese ore advanced from 
3,600,000 tons to 5,200,000 tons, while output of nickel 
rose from 55,000 tons to 87,200 tons. Moreover, metal- 
lurgical experts foresee further technical progress which 
will assure a continuance of the rapid increase in the 
demand for the majority of these rarer metals. 


Finance and Banking 


Rise in Discount Rates.—The situation in the 
discount market has this week evolved with a rapidity equal 
to the speed of events in the international crisis. Towards 
the end of last week it was already apparent that in the 
tug of war on rates between the popularity of the end-of- 
year bill and the implications of international developments 
the former technical factor failed to make the slightest im- 
pression. The end-of-year Treasury bills therefore went at 
ld. under 1 per cent. During the first half of the present 
week the open market rate of discount was raised day by 
day and by Wednesday up to 2 per cent. was in certain 
cases quoted for three months fine bank bills. The Bank 
rate had in other words become theoretically effective, 
though in practice no bills were taken for discount at the 
bank. In the prevailing circumstances there has of course 
been no finely adjusted open market for bills. The rate for 
remitted bills to be discounted “at best” has differed 
fairly widely from that for bills obtained in competition. 
On Wednesday, for example, the competitive rate may 
have been 13 and not 2 per cent., but none the less a fair 
amount of business was done at the higher figure. The rise 
in discount rates has not been caused by a corresponding 
hardening in short-term money rates. The clearing banks 
have continued to lend against bills at 4 per cent., though 
the volume of such money is strictly limited. There has 
been some evidence of calling from the clearing banks 
during the week. For bond money the rate paid to outside 
lenders has remained between } and { per cent., but it is 
fairly evident that the total supply of outside money is 
now much smaller than it was. Many houses in the dis- 
count market, realising the precariousness of a good deal of 
what remains of outside money, have preferred to cease 
depending on it, and have gone to their clearing bankers 
for bond money for which the fixed charge of 1 per cent. 
has been made. The borrowers have decided to pay a little 
more for their bond money, regarding that as an adequate 
price to pay for the advantage of converting such loans 
from “ bad ” to “ good ” money. 


* * * 


The discounting of bills of longer currency has been 
largely a matter of negotiation—and of difficult negotiation 
at that. Up to 3 per cent. has been quoted for six months 
bills but the rate has been wholly nominal. One illustration 
of the difficulties experienced in discounting longer dated 
paper was provided by the tenders for the Liverpool year- 
ling bills opened on Tuesday of this week. The amount on 
offer was £1,000,000 and applications totalled only 
£100,000. Even these were apparently based on so un- 
favourable a rate to the borrower that they were rejected 
and the tenders postponed to some more propitious 
moment. The dramatic turn of events on Wednesday after- 


noon has found little reflection in the discount market. 
Though no change in Bank rate was made on Thursday 
the level of quoted open market rates remained substan- 
tially unchanged with three months bills at 13 to 14% per 
cent. One of the reasons for this insensitiveness of dis- 
count rates to the change in political sentiment was the 
fact that the money position on Thursday was feeling the 
backwash of the enormous movements of funds that 
occurred in the more strained hours on Wednesday. The 
exodus of capital, which was largely responsible for the 
drop in sterling to $4.60, found its counterpart on Thurs- 
day in heavy calling of funds by foreign and other outside 
institutions. Moreover, large withdrawals of bank notes 
on Wednesday by firms large and small which were pre- 
paring for the possible eventuality of a bank holiday and 
temporary moratorium were having an effect on the clear- 
ing banks’ cash positions and helped to maintain compara- 
tively stringent conditions in the short loan market. Even 
though the climax in the international crisis may possibly 
have passed, it is unlikely that discount rates will return 
in the near future to their recent basic minimum levels. 


* * * 


Record Note Expansion.—This week the note 
circulation has risen from £479.2 to £500.9 millions. This 
increase of £21.7 millions is a record for any single week 
since the amalgamation of the note issues ten years ago. 
No comparison, of course, is possible with August, 1914, 
as notes were then not the main medium of circulation. 
There are many obvious explanations for this movement. 
First there are the normal quarter-day requirements, while 
there may also have been a certain amount of foreign 
hoarding. Then the banks have probably been strengthen- 
ing their currency reserves all over the country, not 
because they are afraid of anything like a run, but because 
the outbreak of war would have created new currency 
requirements. Territorials, when mobilised, would at once 
qualify for pay; there might be billeting charges, and 
also wage payments for the host of miscellaneous civilian 
public servants. The evacuation of children and others 
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from London also requires a large amount of currency, 
both for railway fares and also because it is unwise to 
send members of the family away without a few pounds 
in their pockets. Some people, too, will have had memories 
of the August, 1914, bank holidays, and so have thought 
it wise to have a little extra cash in the house. All these 
new requirements can easily mount up to a formidable 
total, and so this week’s increase in the note circulation 
cannot be regarded as ground for either surprise ofr 
anxiety. 
* * * 


Wild Exchange Movements.—Ever since the break- 
down of the Godesberg conversations extraordinary move- 
ments have been witnessed in the foreign exchange market. 
On Wednesday, in particular, when the fears that war 
could no longer be averted were suddenly relieved by the 
news of the Munich conference, the market was so chaotic 
that it is almost impossible to trace the course of events. 
Rates were quoted almost for the moment and with wide 
margins, and even so they disappeared almost before a 
dealer could lay down his telephone. How business could 
be done at all is a mystery, and yet the turnover in dollars 
alone on that day is estimated at little short of $100 
millions, with the British Control selling heavily in the 
morning and buying dollars back again in the late 
afternoon. In these circumstances it is impossible to give 
very connected records. Suffice it to say that up to Mr 
Chamberlain’s electric announcement on Wednesday after- 
noon there was a continued demand for dollars in exchange 
for gold, sterling, French francs and practically all Euro- 
pean currencies. The various Controls did the best they 
could, but from $4.19} on the evening of September 23rd 
sterling slid and slid, until on Wednesday it broke from 
$4.72 to $4.61. Three months’ dollars went to 3 cents 
premium, with a strong commercial demand and the British 
banks scrupulously refraining from seeking the certain 
profit which they could have made out of swap purchases 
of spot and sales of forward dollars. On this same day the 
French franc broke through the Daladier limit of Frs. 179, 
the rate rising to Frs. 180, with three months’ francs 
nominally at Frs. 7 discount. The Dutch authorities had 
earlier in the week abandoned their peg with sterling at 
Fl. 8.92, and on Wednesday the rate fell to Fl. 8.50. Swiss 
francs touched a low point of Frs. 20.50, and belgas one of 
bel. 26.95. Then came Mr Chamberlain’s announcement of 
the Munich conference. In the twinkling of an eye sterling 
swung back te $4.724, reacted to $4.68 and closed at $4.71. 
Early on Thursday morning dollars were offered at $4.74 
in a relatively quiet market. Contractual rates rebounded in 
sympathy, and on Thursday morning French francs were 
quoted at Frs. 1784-3, guilders at Fl. 8.80, Swiss francs at 
Frs. 21.00-05, and belgas at bel. 27.95-28.00. And so for 
the moment the foreign exchange market has settled down 
after one of the most memorable weeks in its history. 


* * * 
The Flight from Gold.— The London bullion 


market could not have expected to have escaped from the 
week's turmoils, and its hopes or fears were certainly 
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realised. The wide fluctuations in the exchange market and 
the further increase in the war risks rate from 2s. 6d. to 
5s. per cent., restricted arbitrage to post-fixing deal- 
ings. There was also a fear among certain foreign 
holders that it was no longer safe to hold gold, as it would 
certainly be commandeered as soon as war broke out. 
Hence there was a general rush to sell gold, and after the 
week-end the British Exchange Equalisation Account be- 
came the sole buyer. On the first three days of this week 
£5,700,000 of gold was thrown on the market at the fixing 
alone. Between September 23rd and 28th the London price 
rose from 144s. 6d. to 147s., but even this latter price fell 
nearly 2s. short of the American shipping price parity, so 
far as the latter could be determined at all. Thus the British 
authorities only bought gold at a price very low from their 
point of view. The gold taken by the Exchange Equalisa- 
tion Account was in one sense of no benefit, for the vendors 
of the gold at once bought dollars, and so the Exchange 
Account at once lost the gold again through its efforts to 
support sterling. It was, in fact, no more than a pipe-line, 
and all that can be said is that the Exchange Account’s net 
gold losses were not the full amounts of its sales to the 
American authorities in support of sterling, but only the 
latter less its purchases in the London market. Still, this 
week’s shipments to the United States are returned at 
£16,708,079, so that the Account has lost heavily on balance. 
It is, however, possible to say that this week’s purchases 
of dollars for pounds did not wholly constitute a flight out 
of sterling. It represented a general rush for dollars out of 
gold, sterling, Continental currencies—in short, out of 
everything. On Thursday morning the market was easier. 
The recovery in sterling brought the price back to 
145s. 10d., and only £1,300,000 was dealt in at the fixing. 


* * * 


French Precautions.—On Tuesday the Banque de 
France raised its discount rate from 2} to 3 per cent. 
Other short-term rates are adjusted accordingly. Then 
the rate on National Defence Bonds with 18 months to 
two years to run is raised from 34 to 64 per cent., while 
the changes in Treasury bill rates are as follows :— 


Maturity Old rate New rate 
0, of 
75 to 105 ayS.....ececsssssessssseees se 3° 
ee 2 34 
“BOGAVC TROMIS  occceccoccccceseccess 3 4 


The main object of this limited rise in short-term 
rates is thought to be to discourage currency hoarding: 
for the Banque de France’s return dated September 22nd 
shows an expansion in the note circulation from Frs. 102.9 
to Frs. 109.6 thousand millions during the preceding fort- 
night. With the same object in view it has been decided 
to make it simpler to use credit instruments instead of 
currency as a means for making payments. Circular letters 
of credit are to be issued by the Banque de France, free of 
commission, and it is pointed out that as no restrictions 
on the withdrawal of bank deposits are contemplated 
these letters of credit will be for all practical purposes 
equivalent to bank notes. Fresh steps are also being taken 
to simplify and popularise savings accounts at the Post 
Offices. Meanwhile, a new issue of three months’ 3 per 
cent, Treasury bills is being made, in denominations 
ranging from Frs. 100 to Frs. 5,000. Interest is payable in 
advance, and they are eligible either for rediscount at 
the Banque de France or as collateral for 30-day advances 
from the Banque. According to one report they are to be 
used by the French authorities in making payment for 
requisitions, and to that extent they might become a 


supplementary form of currency. Certainly they are being 
issued in denominations small enough for that purpose, 
but it is doubtful if the introduction of an interest-bearing 
form of currency is either necessary or desirable. 


* * * 


The Banks’ War Preparations.—The banks 
shown little perturbation at the immediate reactions dae 
crisis. They are naturally not entering into any fresh com- 
mitments, and they are equally anxious to maintain their 
liquidity. This explains the current week’s difficulties of the 
money market, which are described in a Financial Note. 
The decision to maintain minimum prices for gilt-edged 
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securities will alleviate the banks’ anxieties regarding both 
their own investments and securities held as collateral for 
loan. They recognise, however, that nothing is to be gained 
by curtailing facilities to normally credit-worthy customers, 
and indeed that any tendency in that direction would be a 
national disservice. Preparations of a more practical charac- 
ter are those constituting the banks’ part in air-raid precau- 
tions. In addition to the protection of staffs, the banks are 
having to arrange for the safeguarding, and as far as pos- 
sible for the duplication, of ledgers, records, customers’ 
signatures, authorisations, and the whole host of documents 
upon which depend the smooth working of our credit 


MONEY MARKET 


Foreign Exchanges 


THURSDAY proved a quieter day. This 
came as a great relief to the foreign ex- 
change market, after its hectic experi- 
ences of previous days, which are 
described in a Financial Note. The New 
York rate, which had dropped on Wed- 
nesday to $4.61, hovered on Thursday 
around $4.74, then $4.75, next back to 
$4.73%, and finally to $4.74}. The spot 
Paris rate, which on Wednesday had 
risen to Frs. 180, was brought back to 
Frs. 1782-8, or nearly to its old pegged 
rate of Frs. 178;%s. Guilders, after 
several fluctuations, settled down at 
Fl. 8.82-4, while belgas went to 
Bel. 28.10, compared with Wednesday's 
low point of Bel. 26.95. Swiss francs 
came up to Frs. 21.09—again consider- 
ably above Wednesday’s low point of 
Frs. 20.50. Registered marks were 
quoted at 614 per cent. discount on a 
basic rate of Rm. 11.90, this making 
their rate about Rm. 31 to the pound. 
Taking the market as a whole, a fair 
amount of business was passing on 
Thursday, but it fell far short of the 
enormous turnover of the previous day. 
Clearly operators’ were on the whole 
hoping for a successful outcome to the 
Munich meeting. 


The Bank Return 


Tus week’s abnormal increase of £21.7 
millions in the note circulation, which 
is discussed in a Financial Note, has 
by itself called for special measures, for 
otherwise there would have been a big 
and undesirable contraction in the 
joint-stock banks’ balances at the Bank. 
As matters stand, both the Reserve and 
the Proportion are heavily down from 
last week, but the authorities wisely 
decided to ignore those reactions and to 


concentrate upon maintaining the 
supply of bank cash. 
Sept. 29, Sept.14,Sept.21, Sept.28, 
937. 1938 1938 1938 
£ mill, £ mill. £ mill. £ mill. 
Issue Dept. : 
| eee 326:4 326°4 326:4 326°4 
Notes in circula- 

THON ..enssseees 488:5 478-6 479:2 500:9 
Reserve .......45 6 47:8 48:7 26:9 
Public - ow. 21°88 21-6 184 11°4 
Bankers’ le 95-1 99-6 100:°9 99:9 
Other Deps. 37-2 36°4 39:4 40:2 
Govt. Secs. ...... 05 98:5 97-6 112:°8 
Discounts & 

VaNnces ......055 6-2 5-9 6:1 7:3 
Other b cones 20'8 22:1 246 22:8 
Proportion.......+. 25-6% 31-2% 30:6% 17°'7% 


The remedy adopted was the special 
buying of bills and other securities. The 
Bank of England itself bought £15.2 
millions, for Government securities 
have risen by that amount. The Ex- 
change Equalisation Account has also 
Continued to re-invest the proceeds of 
its gold sales in Treasury bills, either 
Obtained through the tap or purchased 
in the open market. During the week 
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to September 24th, the tap issue rose 
by £11 millions, tender issues of Trea- 
suries being reduced by £12 millions; 
while this week’s Bank return shows a 
sharp reduction of £7 millions in public 
deposits. The latter, indeed, are now so 
low as to suggest that the Exchange 
Account has successfully re-invested all 
its surplus cash. Thanks to the Bank’s 
purchases of bills and the Exchange 
Account’s disbursement of its cash, 
bankers’ deposits have been saved from 
the serious contraction which would 
otherwise have been caused by this 
week’s heavy currency withdrawals. 
They have in fact only fallen by £1.0 
millions, which shows how successfully 
this new problem has been handled. 


* 


The Money Market 


EARLIER events in the money market 
are described in a Financial Note. On 
Thursday there was still a keen demand 
for money, in spite of the easier poli- 
tical outlook. The banks were not eager 
to do more than continue old loans, 
and while there was some desire to 
obtain bond money from the banks it 
was not always possible to do so. In 
spite of this difficulty, and also of the 
shortage of money among outside 
lenders, rates were slightly easier than 
on Wednesday, the rate for Thursday 
afternoon being described as “3 per 
cent. offered,” compared with % per 
cent. in the morning. To that very 
limited extent the market responded to 
the more hopeful outlook. 


t.30, Sept. 22, Sept. 29, 
as 938 fo38 
% fo % 


Bank Rate ...........46 2 2 
it Rate... 1g lg lpg 
? Cleari Banke 1e-1* = =1>-1* 1g~1* 
caring Banks ...... a a 
OEhe|rs .....cccccccccccee 1p-5g £1, & 
Discount Rates : 
Treasury bills ......... 1g 13,¢-7g 1lg 
Three months’ bank 
WHEE ‘cdccccscsacsoceres 96 13g 15g 
* Viz. 12 per cent. for loans against Treasury bills 
and other approved bills and British Government 
securities within six months of maturity. 54 
cent. for loans cent. Treasury bonds 
and other poy st within six months of 


maturity. 1 per cent. for loans against other collateral, 


The fine rate for three months’ bank 
bills was 14 per cent. There was no 
business in hot Treasuries, as applica- 
tions for this week’s bills were concen- 
trated on October Ist, so as to obtain 
the December 31st maturity. For these 
and for other reasons the discount 
market is by no means out of the wood, 
irrespective of impending political 
developments, Money is still very short, 
and there are heavy payments for Trea- 
sury bills to be made on October Ist. 
Next week, too, the market will re- 
main short, owing to the heavy special 
purchases of early October maturities 
made during recent weeks. The absence 
of any increase in Bank rate caused no 





=. 


system. In this task the branch-banking system no doubt 
is of great use, for branches scattered throughout the 
country could easily be made the repositories of essential 
documents usually kept at head office. There is also no 
reason why certain departments now housed in London 
could not be removed. An obvious and most important 
example is country clearing, which deals with cheques 
drawn on offices everywhere outside the Metropolitan area. 
There is as yet no public intimation of the banks’ inten- 
tions, but it seems reasonable to assume that schemes deal- 
ing with these and other points have been prepared and 
are ready, if need be, to be put into immediate operation. 


NOTES 


surprise, especially as on Thursday the . 
special buyer dropped his rate from 1} 
to 1} per cent. 


The Bullion Market 


AFTER the disturbances of the previous 
days, described on page 28, more 
normal conditions were established on 
Thursday. Continental selling con- 
tinued, but on a smaller scale, and 
there was a little Continental re-buying. 
The British Control was actually able 
to remain out of the market and con- 
tent itself with holding a watching 
brief. If anything, it was inclined to 
give gold. There was a fair arbitrage 
demand after the fixing, as indeed has 
been the case all the week. Arbitrageurs 
now find that they cannot arrange their 
day’s insurance in time for the fixing, 
which occurs in the middle of the 
morning, and so have to confine them- 
selves to post-fixing purchases. The war 
risk rate was raised on Monday even- 
ing from 2s. 6d. to 5s. per cent. This 
increase has been allowed for in com- 
puting the discounts shown in the table. 
Gold was dealt in at a discount at every 
day’s fixing, and on Wednesday, when 
the dollar was fluctuating rapidly, the 
discount was very substantial. 


2 ; os | Silver, 


price per oz. 
standard 





oe ba 








iMths. 
a 

1938 s. da] da | c°000 | d. d, 
Sept.23 144 6 |lodis 682 | 193:g | 19lig 
i ae 145 0 | 1 dis 867 | 19716 | 19%5i¢ 
» 26 . (145 7 | 4dis 1,063 | 1976 | 19516 

» 27... |145 6 |6icdis 2,355 | 191g | 19 
3 28 ... (147 © |22dis 2,267 | 1834 | 185g 
_99 29 ... 14510 | 6 dis 1,456 | 1956 | 19216 


* Above or below American shipping price. This 
week’s calculations are based on a “ temporary 
parity,” in which the war risk rate is taken as 2s. 6d. 
per cent. up to September 26th and as 5s. Od. per 
cent. from Septera 27th onwards. f At fixing. 

The New York price ot silver remained at 43 cents 
per ounce -999 fine during the week. 

The silver market completely failed 
to follow the New York exchange, for 
silver fell heavily up to Wednesday 
and recovered all the ground lost the 
following day. American trade demand 
was choked off so long as war appeared 
imminent, while there was heavy 
general selling on Tuesday, followed by 
speculative re-selling on Wednesday. It 
is thought that this last day witnessed 
the final cleaning-out of the “tired 
bull” position, Thursday’s better news 
at once caused the American trade 
demand to revive, and as only a small 
amount was on offer prices at once 
rebounded. American buying of both 
cash and forward silver was noticed. 
Silver, of course, is now cheap in 
London, in comparison with the pre- 
sent level of sterling. 
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Investment 


Course of Share Values.—All normal considera- 
tions for the valuation of securities in every market of the 
world have been swept aside during September—a month 
which included two threatening speeches by the German 
Chancellor, three flying visits to Germany by the Prime 
Minister, the threat of war, and—right at the end of the 
month, when all seemed lost—renewed hope of a peaceful 
solution. Both in London and New York, as the accom- 
panying chart reveals, the rate of fall in equity values has 
been approximately the same—a matter of some signifi- 
cance in the latter case. American common share values 
have lost approximately one-third of their sharp recovery 


nD 


BRITISH AND AMERICAN INDUSTRIAL SHARE 
VALUES DURING THE PAST TWO YEARS 


(July 1, 1935 = 100) 


British: “ Financial News” Index of 30 Ordinary Shares. 
American: “ Standard Statistics” Index of 50 Common Stocks. 





in June and July, but in London the continued trend 
line is clear and unmistakable. The Munich agreement 
obviously holds the prospect of a further improvement in 
share values. A solution of the crisis is of immediate im- 
portance, but its terms must bear full scrutiny. And on the 
best assumptions the investor must still consider the 
economic and political implications of increasing arms. To 
deny the market’s reaction at the news of the Four Power 
conference would be churlish. But the investor, no less than 
the ordinary citizen, may still be advised to exercise self- 
discipline until tension has been fully removed. 


* * * 


The reaction of the London market to the strain and 
relief of this week is illustrated in the following table 
which gives the closing dealing levels, so far as they can 


be accurately determined, of selected fixed-interest and 
equity securities. 
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Sept. | Sept. | Sepeay Sept. Change 
27 238 29 weak 
rt : 
Consols, 212% ....-seeeeeses 7054 67 67 68 72 + il 
War Loan 3p % cepleunsanens 94 97 a 
Conversion 3% «..+ssseeeee 991i4 94lo 93 96 93 g lly 
German 412% w.erecseeeesees 37ig| 23 24 2712 34 |— Ble 
MTN ccccorssnnesens 46 30 | 35 | 45 |-1 
Prague 712% ....sscereereeee 40 30 30 30 5 +435 
C. & Wireless ord. ..+..++++ 39 | 37 s 3712 3712 39 | iil 
Courtaulds (£1) .......0s00 28/9 | 26/1012' 27/3 | 28/9 | 30/- |+ 1/3 
Gen. Elec. (£1).....00eeeeeee 76/412 72:9 73/3 72/6 76/- — jAle 
a nseeale | 2916 | 27/- | 28 | 289 299 + 73 
Turner & N. (£1) .soco+ses 73/lio| 68/9 | 66/10lg 69/412| 73,9 |+. /Tle 
Vickers (10/—)........eeeeeeee 20/3 | 19/- 18/6 18,6 20/3 | a 
| | 
Anglo-Iranian (£1) .......- 95/- 87/6 90/712} 93/9 97'6 + 2/6 
RE EER desccccecoccecess } 83/9 | 78/9 86/3 86/3 + 2/6 
United Sua Betong (£1)... 52/0 47/6 40/- 40/- 53/9 i+ 1/3 
Financial News Indices— | | 
Fixed Interest Secs. ...... 125-0 (122-0 |119-9 (120-0 122-5 |-— 2:5 
Ordinary Shares ............ (79-6 | 75-3 | 13°3 | 73-7 | 79-9 + 03 





It must be understood that throughout the first half of 
the week conditions in all markets were completely 
nominal. It was impossible to deal satisfactorily, for in- 
stance, in all leading industrials until the news of the 
Munich conversations reached the City after official hours 
on Wednesday. And jobbers who had been compelled to 
take stock earlier in the week were not prepared to let it go 


easily, once the implications of Mr Chamberlain’s third 
visit became clearer. 


* * * 


Minimum Prices.—The part which can be played 
by minimum prices (which were operative on Tuesday 
and Wednesday this week in the gilt-edged, corporation 
and Dominion stocks market) as an alternative to closing 
the “House” in emergency is discussed in a leading 
article on page 24. In order to assess their importance in 
this week’s critical dealings, we set out in the following 
table the official quotations of the leading gilt-edged 
securities for the first four days of this week: — 


OFFICIAL List QUOTATIONS 


Monday, Tuesday, Wednesday, Thursday, 
; Sept. 26 Sept.27 Sept.28 Sept. 29 
24% Consols ...... 65-71 66-68 66-68 71-74 
4°, Consols siete 100-106 101-103 101-103 105-108 
24°, Conversion... 90-95 91-95 91-93 94-97 
3%, Conversion ... 93-98 93-95 93-95 97-99 
34°, Conversion... 91-96 92-94 92-94 97-99 
43°, Conversion... 100-104 101-103 101-103 102-104 
5°, Conversion ... 102-108xd 105-107xd 105-107xd 107-109xd 


23°, Funding ...... 81-87 83-85 83-85 83-85 
23°, Funding ...... 90-95 90-92 90-92 93-96 
3% Funding ...... 90-95 91-93 91-93 94-97 
4°, Funding ...... 100-106xd 102-104xd 102-104xd 106-109xd 


3°, Local Loans... 78-83 79-81 79-81 84-86 
24° Nat. Def. Bds. 92-96 93-95 93-95 95-98 
34% War Loan ... 93-97 93-95 93-95 98-100 


It should be explained that, on Monday, quotations for 
the majority of issues were largely nominal, for although 
ae ped a significant volume of sales, they were 

uctant to on a normal basis, even when margins 
had been reduced, later in the day, to a half-point turn. 
On Tuesday, and again on Wednesday, dealings were 
regulated by agreed minimum bid prices—the lower of 
the official quotations recorded on each day. These, it 
will be seen, were usually somewhat higher than the cor- 
responding quotations of the previous day, and by the 
close of business on Tuesday it was clear that the volume 
of selling had at least been regulated, and some buying 
orders, for example in War Loan, were being satisfied at 
rather more than the usual turn over the minimum price. 
Wednesday’s experience in official hours suggested that 
most selling orders had been accommodated, although on 
Occasion jobbers were prepared to meet buying orders 


on the basis of minimum prices, thus sacrificing an 
return for themselves in the interest of paeuarting a 
market. Unofficial dealings on Wednesday evening were 
more responsive to the gleam of light in the inter- 
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national crisis since dealers were reluctant to deal with- 
out adequate consideration of the last-minute efforts to 
avert war. But War Loan, which had closed officially 
unchanged on the basis 93-95, rose immediately to 
934-95, and within an hour to 96-98. Thursday’s official 
quotations confirmed this initial response, with rises rang- 
ing up to four points. Quotations advanced without any 
reaction, unless the failure of War Loan to maintain its 
highest level of 993 by half a point can be so described. 
The steadying effect of minimum price dealings carried out 
by agreement between jobbers has been generally appre- 
ciated by private and institutional investors. 


* * * 


Ranks’ Report.—Obscure accounting practices per- 
mitted to holding companies under the provisions of the 
Companies Act may be criticised, even if they are legally 
permissible. There are companies like Dunlop and 
Wiggins, Teape which provide shareholders each year with 
detailed and informative profit and loss accounts and 
balance sheets, in which the affairs of the entire family 
group are clearly set out. On the other hand, there are 
companies like Ranks, Limited, whose accounts for the 
year ended July 2nd last are published this week, which 
display an extreme reticence regarding the financial 
position of their subsidiaries and associates. It is difficult 
for the lay investor to understand why the board of this 
company should decline each year to adopt the more in- 
formative accounting methods which are already practised 
by holding companies whose ramifications are far more 
complex. The make-up of the Ranks group is compara- 
tively simple. The holding company owns the entire share 
capital of the operating company (Joseph Rank, Limited), 
which in turn controls Associated London Flour Millers 
and, directly or indirectly, various provincial flour milling 
concerns. In addition, the holding company has recently 
acquired over 90 per cent. of the equity of John Greenwood 
(Millers). It would hardly appear, therefore, that the pre- 
paration and submission of consolidated accounts for the 
whole group would present especial difficulties. It is for- 
tunate, indeed, that while Ranks shareholders lack this in- 
formation, they have some compensation in the company’s 
proved capacity for earning profits. Since the holding com- 
pany was registered in 1933, ordinary shareholders have 
received a first distribution of 9 per cent. actual, followed 
by 15 per cent. in both 1934-35 and 1935-36, 18 per cent. 
in 1936-37 and 17 per cent. in the year to July 2nd last. 
These distributions have been made from dividends paid 
by the operating company which is believed to have made 
regular and adequate reserve provisions in its own accounts. 
Undoubtedly the dividend experience of Ranks, Limited, 
shareholders has been, and should remain, favourable. The 
group’s position has been further consolidated through the 
John Greenwood deal, by the acquisition of a well placed 
north-western district interest and also by the reported 
decision to renew the Millers’ Mutual agreement on prices, 
output and sales for a period of ten years. But shareholders 
deserve to be given more adequate information regarding 
the affairs of the group of which they are, in the strictest 
sense, part owners. 


* * i 


Joseph Lucas Profits. — Throughout the past 
decade this company has given a demonstration of steady 
and expanding earning power. For the year to August 7th 
a dividend of 15 per cent. has already been announced. 
The report, published this week, shows that the previous 
year’s record profit figures have not been maintained. 
Total profits, after taxation and depreciation, amount to 
£321,587, a figure which in fact is closely similar to that 
for 1935-36, before the advent of N.D.C. The absence of 
any information regarding the allocations made from 
profits before striking the published figures tends to limit 
their value, and it can only be assumed that the 
directors have followed their customary depreciation prac- 
tice, in the absence of any indication to the contrary. The 
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following analysis of profits shows that the 15 per cent. 
dividend is comfortably covered by earnings of 21 per 
cent : — 


Years to August 7th 


1936 1937 1938 

Profit, after depreciation and if £ £ 

a 320,642 351,298 321,587 
Staff funds and fees ............ 17,500 17,500 11,961 
Preference dividends............. 10,647 10,474 10,215 
Ordinary shares— 

EArned...ssssssecerrecvesevececees 292,495 23,324 299,411 

NE ae ‘ 224,244 220,567 213,215 

SINNOTT cimiptinbdicinbasetbnens 19-6 22-0 21-0 

PTE nencincstiininbincinnubcicens 15 15 15 
Reserve ete duentcviaamuesta 75,000 100,000 75,000 
Carried forward ...............06. 66,628 69,385 80,581 


The latest provision to reserve raises the fund to £750,000. 
Stocks form a comparatively substantial item in the com- 
pany’s balance sheet, for they amount to £1,094,350— 
slightly more than a quarter of the total assets. No 
comment is offered in the report regarding the nature of 
the past year’s trading, but on the face of the figures, the 
company would appear to have been distinctly successful 
in a year which saw an appreciable fall in new car registra- 
tions. The latter fact suggests that some further setback 
in earnings may be experienced during the current year. 


* * * 


The Week’s Dividend Announcements .— The direct 
consequences of the crisis have been evident in at least 
one dividend decision this week, for the directors of 
Barry and Staines have deferred the declaration of any 
interim dividend specifically on this account, although 
profits for the half-year to July 31st are adequate to cover 
the usual interim payment. Last year, an interim distribu- 
tion of 5 per cent. was made. Some significance was read 
into the decision of the board of Philip Hill and Partners 
to maintain the interim dividend at 124 per cent. The 
company, in fact, intends to make three distributions dur- 
ing the fifteen months’ financial period to June 30th next 
year. In the past financial year, two payments, each of 
124 per cent. were made. It is tempting, perhaps, to make 
inferences regarding the prospects for the current year 
on the hope that such equal distributions may be 
maintained, but any estimate of revenues at this stage is 
conjectural. The announcement of a dividend of 
133 per cent. by Mufulira Copper Mines has a bearing 
on the dividend prospects for Rhodesian Selection 
Trust, and to a smaller degree for Rhokana Cor- 
poration. An approximate calculation suggests that the 
dividend should be equivalent to some 16 per cent. for 
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Rhodesian Selection Trust shares, and to an addition to 
Rhokana Corporation’s income equivalent to 84 per cent. 
on the ordinary capital. The preliminary announcement of 
Electric and Musical Industries is disappointing, for profits 
have fallen from £363,964 to £146,000, and the dividend 
is halved at 5 per cent. 

» * * 

Spinning Margins and Cotton Profits.—Last 
week’s news that the minimum price agreements in the 
cotton spinning trade had again been shipwrecked on the 
rock of competition from uncontrolled minorities, was 
followed by falls of as much as 2d. per Ib in the American 
ring yarns concerned. The situation is obviously of con- 
siderable concern for the investor. While this collapse (in 
a section of the trade of which well over 90 per cent. of 
spindles supported the price agreement) fias been taken 
as evidence that an Enabling Bill is essential, it may 
equally be observed that the cut in yarn prices, which 
was found necessary to compete with the “ outside” 
concerns, is a measure of the savings which those concerns 
had been able to achieve by full-time working. In the 
American section a fall of 2d. per Ib. in the spinning 
margin would be a very serious matter—though it should 
be observed that 2d. must be a maximum rather than an 
average figure for the cut suffered, for the true spinning 
margin itself could not support a 2d. cut. Over the range 
of yarns spun there is no actual figure which can be named 
as the spinning margin, but by comparing raw cotton 
prices with a representative yarn, and allowing about 12 
per cent. for normal net wastage by evaporation and loss, 
a rough measure of the margin can be obtained. In 1913 
that margin worked out at about 3d. per Ib. for America 
and 64d. per lb. on Egyptian yarns. For many years after 
the war the margin was much wider, but by the eve of 
Lancashire’s brief revival at the end of 1936, the Ameri- 
can margin had fallen back to about 4d. and the Egyptian 
to about, or rather under, the pre-war level of 63d. Trade 
recovery gave mills enough work on which price agree- 
ments could be based with some hope of their being 
observed in most sections of the trade. Margins widened 
and, despite fluctuations and a narrowing tendency, con- 
tinued wider until last week’s collapse. For representative 
American yarns the margin at the beginning of September 
had been about 4}d. to 44d., and for Egyptian yarns as 
much as 93d. The cut, therefore, even if it averages well 
under $d. on the spinning margin itself, is a serious 
matter for the American section, while the Egyptian 
section, in which the price agreement had very substanti- 
ally raised the margin since 1936, is in a vulnerable position 
for that very reason. 


* * * 


The effect of the cut on individual concerns is im- 
possible to assess. First, it is not practicable to measure 
the exact amount by which the average margin has been 
reduced; and secondly, the under-employment of spindles 
is a factor varying from mill to mill and capable of con- 
siderable effect on costs. But it may be observed that, on 
the full capacity output of the Lancashire Cotton Cor- 
poration, a variation of jd. per Ib. in the true margin 
means a rise or fall of as much as £250,000 a year in 
net profits. This calculation does not necessarily mean that 
the corporation’s earnings will be wiped out, since it is 
almost always possible to introduce special economies to 
meet special emergencies. But, unless agreement is restored 
in the spinning trade, it is clear that profits will be meagre. 


* * 7 


Thos. W. Ward Prospects.—In view of the increase 
in the interim dividend from 2} to 33 per cent. announced 
in February, it was generally expected that Thos. W. Ward 
would not be very seriously affected by the industrial reces- 
sion. The report bears out this expectation. Trading profit 
is down by no more than 16 per cent., but though the final 
dividend is cut to the extent that interim payment was 
increased, the total distribution is in fact 24 per cent 


higher at 12} per cent. owing to the addition of a special 
probable that when the 
the company’s profits were 


but it was inevitable that sooner or Ahhh hh hhh hal 


diamond jubilee bonus. It is 
interim dividend was increased 
still expanding, 
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later a company with such a wide appeal of interests would 
suffer some decline in earnings, though it may be due to 
that wide spread that the fall is not more severe. Net 
earnings at £188,494 represent 17.7 per cent. on the 
ordinary capital, so that the increased distribution is still 
well covered. The table below shows the relative earnings 


position over the past three years: — 
Years to June 30 


1936 1937 1938 
£ £ £ 
ee. nncapanasusssncncspensteenes 175,220 292,600 245,095 
Depreciation ..........+eseeseeeeee 7,100*  52,005* 56,601 
Sundry interest .........csceeeeee 1,793 241 ids 
Preference dividends............. 44,297 43,984 43,594 
Employees’ dividend,..........+ 3,010 3,952 5,003 
Ordinary shares— 
TINIE ss ota cekeushiouumenbaaneende 63,250 82,844 100,719 
Barmed (%)..000ccccccsesccecceee 14:2 23-5 17:7 
Bald (9%) occvecceccccesicccoencse 74 10 124 
Employees’ fund..........s00+0++« ~ 5,000 niin 
PID, 5... tds vevendbbenonenensan 40,000 80,000 15,000 
Carry forward ...........cccceesees 50,301 74,874 99,053 


* Also £56,085 written off out of capital reserve in 1936 and 
£10,879 out of capital profits in 1937. 


The table shows quite clearly that the directors’ policy 
during these three very successful years has always 
remained conservative, and the wisdom of this 
conservatism needs no stress. The company passed 
through a difficult time during the last depression, 
though it emerged with its capital intact. And as a 
result of a cautious financial policy during recovery 
the company is now much better able to face a recession 
in business. But its strength lies perhaps not so much in its 
financial position as in the ramifications of its business. If 
the company were still reliant almost solely on the scrap 
and shipbreaking side of the business, it might have been 
less ready to raise its distribution. The scrap side remains 
important, but at the present moment shareholders will 
probably look to the company’s other activities, which have 
been so assiduously developed during recent years, for the 
maintenance of satisfactory earnings. 


* * * 


United States Rail Position.—The position of 
many American railways has shown improvement since 
their plight was reviewed in these columns two months 
ago. But it remains true that the depression has left the 
system decidedly weak, and that the special difficulties of 
the industry may even exercise a powerful pull against 
the forces now operating for wide industrial recovery. This 
possibility is most clearly reflected in the desperate efforts 
which many large roads are making to extricate them- 
selves from financial collapse. The delay and confusion 
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caused by the complicated procedure of the Bankruptcy 
Act is impelling the weakest units to submit voluntary 
plans, since they can no longer maintain full contractual 
obligations on their bond issues. These systems include 
Lehigh Valley, which has proposed the extension of in- 
terest and principal maturities, the New York, Chicago and 
St. Louis Railroad Company, which has defaulted on Sep- 
tember interest payments, and is also seeking an extension 
of note maturities, and the Baltimore and Ohio line. The 
degree of support which has been received for these plans 
in authoritative quarters sufficiently reflects the gravity of 
the position. 
* * 


In these instances there is ample evidence that the 
systems should be able to tide over immediate difficulties. 
Granted the more generous Federal Loan support now 
being given to roads in rather less difficult circumstances, 
the United States rail system should avoid the chaos which 
widespread financial collapse would undoubtedly bring. 
But the remaining problems will not easily be solved. 
The struggle for higher wage-rates, which played so 
prominent a part in the crisis of last year, is still far 
from a satisfactory solution. The bleak position facing the 
railroads is shown by the fact that in 1937 operating 
revenues amounted to $4,166 millions, and that only 
$98 millions of this sum was finally available to meet 
fixed charges, which were covered with a bare margin. 
With the wage advances then secured, the whole system 
was facing bankruptcy on the level of 1937 traffics—and 
traffics earlier this year fell below 1932 trough levels, and 
were, until recently, more than 30 per cent. below the level 
of last year. Even after the freight increases granted in the 
first quarter of this year, the Class 1 system piled up a 
net deficit of $181 millions in the first six months of 1938. 
And on June 30th, the I.C.C. report on Class 1 roads 
showed cash at $315 millions, against total current assets 
of $1,014 millions, and current liabilities of $2,035 mil- 
lions. On this basis, the managements’ demand for a 15 
per cent. wage reduction (estimated to reduce operating 
charges by some $300 millions in a normal year—or some 
40 per cent. of all fixed charges) can be understood. To 
that demand the unions are offering uncompromising re- 
sistance, and although the lengthy arbitration procedure is 
almost certain to avert complete breakdown, the political 
situation will demand a compromise on terms much more 
favourable to the men. The one solid improvement is that 
car-loading volume is steadily moving to higher levels— 
the latest returns being some 17 per cent. below 1937 levels. 
By dint of desperate economies, the roads should be able 
to keep their heads above water this year, and revival next 
year should bring them much needed relief. But the his- 
tory of 1938 will bring scant comfort to holders of 
American rail stocks. 


* * * 


Cordoba Central Affairs.—The legislative mill 
grinds slowly, but in the Argentine its delays seem peculi- 
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arly emphatic. In December, 1936, the Government com- 
municated its offer to purchase the Cordoba Central Rail- 
way undertaking. Last year Congress departed without 
giving any attention to the Bill authorising the purchase. 
And in December the Minister of Public Works announced 
that agreement for the transfer of the railway would be 
concluded before December 12, 1938. In February, how- 
ever, the State lines took over the operating management of 
the Cordoba concern by an agreement running for a 
maximum period of four years, and at the beginning of 
September the Argentine Chamber of Deputies approved 
the purchase of the line in principle. The Bill now awaits 
detailed consideration by the Senate. Consequently, the 
directors are stil! unable to submit a scheme of arrange- 
ment. But they have decided, with the approval of the 
trustees and the debenture holders’ committee, to pay 
13 per cent. on the first debenture stock on October 19th— 
the first payment since 1931. This decision leaves for later 
consideration the amounts accruing between October, 1934, 
up to this month. Meanwhile, it is the fate of the first 
debenture stock to provide the only speculative displays 
—and those rare ones—in the foreign railway market, as 
hopes of an early decision of the Senate rise and fall. 


* * * 


The Week’s Company Profits.—Reports have been 
received this week from 39 companies, whose total profits 
amount to £2,329,000 compared with £2,719,000 in the 
preceding year—a reduction of over 14 per cent. The 
aggregate profits of 1,831 companies whose reports have 
been received this year to date total £245,343,000, showing 
an increase of slightly over 10 per cent. on the previous 
year’s total of £222,361,000. This week’s results are dis- 
cussed in preceding notes and under the heading “ Shorter 
Comments” on page 50. Our usual table appears on 
page 52. 


* * * 


Company Meetings of the Week.—-Reports of com- 
pany meetings will be found on page 45 of this issue. Sir 
Louis Vaughan reported to the shareholders of Parnall 
Aircraft that orders tor turrets from the Air Ministry 
would keep the company occupied for at least two or three 
years. In the airframe construction and components sec- 
tion considerable contracts were also in hand. It is antici- 
pated that the company will be able to finance its 
increased programme during the current year by bank 
facilities and Air Ministry progress payments, without any 
increase in capital. At the annual meeting of E. W. Tarry 
and Company Sir J. Fortescue Flannery had the pleasure 
of recommending the resumption of ordinary dividend 
payments. The chairman laid special emphasis on the 
trading prospects in South Africa. Mr W. H. Rhodes in- 
formed shareholders of Allied Industrial Services that busi- 
ness during the current financial year had so far proved 
satisfactory. 


EXCHANGES 


despairing and nominal. After official 


London hours on Wednesday the wave of en- 
SETTLING DAYS thusiastic buying caused spectacular 

TICKET ACCOUNT advances in the “ Street” market. And 
OCTOBER 11 OCTOBER 13 on Thursday a steady volume of busi- 


NorMAL dealing conditions this week 
have been impossible in all sections of 
the market. As we show on earlier pages, 
the market re-assembled at the begin- 
ning of the week under a heavy cloud, 
and gilt-edged prices deteriorated seri- 
ously under selling pressure. On Tues- 
day and Wednesday the gilt-edged mar- 
ket was steadied by the introduction of 
minimum prices, but the remainder of 
the market, from the highest grade in- 
dustrial equities and bank shares to the 
most speculative mining counters, was 


ness continued, without any interrup- 
tion to mounting prices, amid renewed 
confidence. Closing prices in most sec- 
tions were at the day’s best levels, 
although War Loan closed at 99, after 
touching 994. 
In all sections of the market, price 
movements followed this set pattern. 
Abnormal dealing margins were quoted 
in the gilt-edged market on Monday, 
but these failed completely to stem the 
selling in anticipation of Herr Hitler's 
Berlin speech. Jobbers anticipated the 
black conditions which threatened on 


Tuesday by quoting agreed minimum 
prices, and these greatly steadied mar- 
ket conditions. Indeed, at the close 
there was some slight recovery in de- 
mand. Gloom prevailed for the greater 
part of Wednesday, until dramatic 3 
point rises occurred in War Loan and 
Conversion 34 per cent. after hours. 
Buying was still confident on Thursday, 
and continued good throughout the day. 

In the foreign bond market, all Cen- 
tral European issues were On a com- 
pletely nominal basis. Headlong falls 
occurred in Czech 8 per cents. and Ger- 
man bonds touched new low levels. 
Dawes Loan was marked as low as 194 
on Wednesday, jumped to 32} in late 
dealings, and further gains on Thurs- 
day made the rise between the two 
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extremes fully 100 per cent. Far Eastern 
issues were naturally affected in the 
early part of the week, and staged their 
recovery in less spectacular style. 


* 


Home rail debentures were again a 
weak feature in early dealings in sym- 
pathy with the demoralisation of the 
gilt-edged market, and, of course, lack- 
ing the benefit of minimum prices. Al- 
though the senior issues improved on 
Thursday, the rest of the home rail 
market failed to respond on the same 
scale as other sections. Business in 
Argentine rail stocks was negligible, and 
only possible by negotiation. 

Nowhere have the violent repercus- 
sions of this critical week been more 
evident than in the industrial share 
market. In every section, at the opening, 
dealing was almost entirely a matter for 
negotiation. Wider and lower quota- 
tions were made in steel shares; substan- 
tial falls were recorded in electrical 
equipment issues; aircraft and arma- 
ment shares fell as heavily as the re- 
mainder of the market; and bank and 
insurance shares, naturally affected by 
the gilt-edged market, registered heavy 
losses. There was some recovery above 
the worst levels recorded on Tuesday, 
but net losses were again substantial. 
Wednesday’s dealings were spared a 
similar fate by the dramatic news of the 
Four-Power Conference, and prices in 
unofficial dealings rose to the accom- 
paniment of enthusiastic buying. Im- 
perial and British American Tobacco 
jumped 10s. from the lowest levels, and 
made even greater progress on Thurs- 
day. Other leading issues like Cour- 
taulds also recovered sharply. The re- 
bound was enjoyed by every section of 
the market on Thursday. 

In the oil and rubber share markets, 
initial suspense was accompanied by 
lower and wider prices, and atrophied 
dealings. Oil issues enjoyed active 
“Street” trading on Wednesday, but 
rubber issues had perforce to wait until 
Thursday, before the last-minute peace 
moves had their natural effect. 

General marking down occurred 
throughout the mining markets at first. 
Substantial losses were recorded by 
Kaffir shares, whether dividend payers 
Or speculative issues, and business pro- 
gressively deteriorated until the close 
on Wednesday. In hectic “ Street” 
dealings, attention was centred on 
Western Holdings, which jumped from 
10s. nominal to 14s. 44d., and on West 
Wits., which closed at 6} after 5. 
Rhokana and Trepca also staged a sharp 
advance in closing dealings. Although 
some of the speculative gold shares 
failed to make appreciable progress on 
Thursday, the genera! level of activity 
was more normal, and prices recovered 
briskly. 

“FINANCIAL NEWS” 

__INDICATORS 


o Security Indices 
Total oat 
1938 Bargainst 


Day 
1937 30 ord. | 20 fixed 
shares* int.t 









Sept. 23} 5,370 | 7.215 | 79-6 125: 

Sept. 26, 5,605 | 7,715 | 75-3 133-0 

Sept. 27) 5,045 | 6.575 | 75-3 119-9 

Sept. 28, 5,140 | 7,625 | 73-7 120-0 

Sept. 29] 6,285 | 6,899 | 79-9 122-5 
1938 

High... 97-2 131-0 


Approx. total i ; 
1985200, SPE eesain SE List * July 1, 
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ACTUARIES’ INVESTMENT INDEX 


The Actuaries’ Investment Index of 
151 industrial ordinary share prices had 
fallen on Tuesday last (September 27th) 
to 58.0, compared with 63.5 a month 
ago and 80.6 a year ago. The corre- 
sponding average yields are 6.50, 5.97 
and 4.52 per cent. A selection of 
the component indices—almost all of 
which recorded lows for the year last 
Tuesday—and also the usual monthly 
particulars of fixed interest security 
prices and yields, which have been 
similarly affected by the international 
crisis, are given below. 


——— 


Prices (Dec. 31, 
1928 = 100) 





Cae 
Sept.28,| Aug.30,,Sept.27, 
| 1937 || 1938 | 1938 


Fixed Interest 


_ 
~ 
a 
Dp 










21%, Consols. (1) ...... . 131°9 | 119-1 
Misc, ind. deb. (13)... | 121-2 | 121-0 | 118-7 
Misc. ind. pref. (26) ... | 116°5 | 114-5 111-6 
dinary 

Banks and Disc. (10) ... | 112-1 | 112-8 | 100-6 
Insurance (10) .........+++ 120°3 | 117-6 | 102°7 
Buildings mats. (6) ...... 85:8) 77:3) 691 
Elec. manufacturing (12) |... 118-3 | 1080 
EONS OF) ccccccssanccessescece | 120-3 | 116-0 | 107°5 
| ar 84:9 74:6 
0} 112-2 


; 
Breweries, etc. (20) ...... 141-5 


a) 


| 
Sept.28,| Aug.30, Sept.27, 
1937 1938 1938 








Fixed Interest 


210% Comadls. ......0s0008 3°38 3°38 | 3°75 
Miusc. indus. deb. ......... 4°10 3:94 | 4:02 
Misc. indus. pref.......... 4°45 4°30 4°42 
Ordinary 

Banks and disc............. 4°21 4°15 4°65 
DS |. 3. cccensuanenen 3°63 3°63 4°16 
Building matls. ......... 6°33 | 7:17} 8-00 
Elec. manufacturing...... oe 5-71 6°27 

SSF EE EM 4°93 5-11 5°53 
EE atapskesecansnepeninnmsennnd 7:09 | 7-13; 8-12 
Breweries, tC. ...000000000 4°43 5°51 5°96 





New York 


Watt STREET is still more sensitive 
to European events than to home con- 
ditions. Whilst United States business 
pointers have been generally good, the 
market has fluctuated in accordance 
with news of the crisis. On Saturday 
last week many operators threw their 
stock on the market for fear of grave 
week-end developments. After an early 
selling wave on Monday, further un- 
certainty developed, which was not re- 
moved by Herr Hitler’s speech. There 
was some recovery on Tuesday, but the 
Prime Minister’s speech caused a re- 
action. On Wednesday a gloomy open- 
ing was quickly succeeded by a rush to 
buy when the news of the Four-Power 
Conference was received, and stocks 
rose strongly in active trading. It was 
realised that the uncertainties of the 
European situation still remained, but 
Opinion was optimistic in the belief that 
if the existing tension were removed the 
domestic business improvement would 
be greatly accelerated. Steel shares re- 
covered on news of the rise in Pitts- 
burgh schedules. The decline in steel 
activity was responsible for unsettle- 
ment on Monday, but on Wednesday 
Steels joined in the general advance. 
Iron Age estimates production for the 
current week at 47 per cent. of Capacity 
Compared with 47.5 per cent. in the 
Previous week. Motor stocks fluctuated 
with the crisis news and shared to the 
full in Wednesday’s recovery, Chrysler, 
in particular, jumping several points. 

reasury issues were affected early in 
the week by nervous selling, but prices 
were well maintained at the close. 


i ae bai a c 
117-6 | 113-7 | 113-7 110-3 | 110-1 | 115-0 
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New York Prices 


Close Latest Close Latest 
x i 
» > 29, 
1938 1938 1938 1938 

1. Ralls and 4. Manufacturing 
Transport Briggs ......... 32lp 323, 
Atchison ...... 311g 3119/Chrysler ...... 701g 685, 
Balt. & Ohio... 7 714| Blec. Autolite 315g 3153 


iicieneuns: wee 


445 
Can. Pacific... 57g 55g)/Hudson Mtr. 834 814 
She. & Ob 27i2 28 | Nash 


1 
Southern Rly. 1112 1114| Allied Chem).179 17512 
Union Pac. ... 8354 83 |Col. Carbon 85 83 
Greyhound... 151g 15 |Dupont ......131 13012 


2. Utilities and 
Communications AllisChalmer 467, 47 
Cc’ thas 1 1 99 
w wa 
Con. Edison... 2553 251 AmericanCan 96 96), 
Col. Gas & Ei 614 61g Addressogrph 2614 2512 
ElBond&Sh. 7 2 = 
Nat Pwr&Lt. 658 612 Cont. Can. ... 4014 3912 
4 


Race $s Liar 3 Sh 
P ighti 97 


‘ac. 
Pub Serv N.J, 29 2754 





Stan Gas & 312 3 
United C zi 318 | J 1 Case & Co. . oo 
_ {  965| Glidden ...... 
Amer. Tel. ... 14012138 |G, Am. Trans 40% 40, 
Internat. Tel. 814 854) Cienese ofA. 1954 2033 
Westn. Union 2554 2512 Ind. Rayon... 27 25% 
o ss penne a ome ePalm. li 10) 
»  B. Pref 2! Bastm’n Kdk. 17114 168 
3. Extractiveand | Cillette -..... 31 
etal 


4854 ‘4 
Am. Rol, Mill 1634 1612/20th Cen 24g 2314 
Beth. Steel ... 561p 5534 oe 
a Sone, 96 9158) 5. Retail Trade, etc. 
U.S. Steel. Sse 5510| Mont. Ward 4412 441, 
U.S. Steel Pf. 10819 98 |J.C.Penney 80s 7 
Alaska J’neau 95g 95g| Sears Roebck 69% 674 
hen cal 3, Behl wero. aS 
oa ie [Borden ...... 1534 15l8 
Gea. Foods... ao seit 
Kroger . 4 4 
Net Biscul” 2314 2348 














coe 121g 1212 

0 - 

Patino Mines. 101> 934|Stand.Brands 7 6/3 
Tex. Gif. Sul, 3614 355,|Am.Tob.B. 84 84 
U.S. Smelt.... 581, 57xd| Lig. Myers B. 95!2 92'2 
Vanadium ... 1812 17i| Lorillard 18'2 18l2 
Aduantic 221g 211,| Reyn. Tob.B. 4014 41 
Phillips Petr. Nat. Distillers 23-* 23 


Shell Union... 1453 15 |Schenley Dis. 1554 15 


_— — Pf... 1045g 103%¢ 

ocon: weee 

Stan. Oil Cai 205 2312] Comel. Credit “ “ 
tan. a5 1 Corp.... 

Teams Cone taal, atit|Com Inv Te. 49 4812 
By courtesy of the Standard Statistics 

Company, Inc., of New York, we print 

the following index figures of American 

values, calculated on closing prices 

(1926 = 100), 
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347 Ind’ls. ... 04-0 100°0 
32 Rails ...... 25-1 | 23°4 
40 Utilities... 72:3 | 69°6 
419 Stocks... | 63-7 | 90-71 81-4 | 86-0 | 82°6 


Av. yield %* 





*50 Common Stocks. + January 12th. 
t July 20th. 
DAILY AVERAGE OF 50 AMERICAN 
COMMON STOCKS (1926 = 100) 
ok a | 
Sept. 22 a. oe = ewe — 28 





1938 High: 127-4 August 6th. Low: 83-6 
March 31st. 
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Paris 


INTERNATIONAL politics entirely domin- 
ated the Bourse in September. Early 
in the month there were signs of weak- 
ness. Selling was not on a particularly 
large scale, but it found the market 
without support and prices in practic- 
ally all sections were affected. There 
was a slight rally prior to Herr Hitler’s 
Nuremberg speech largely on bear 
covering, but this was not sustained, 
and the first fortnight ended with a 
further weakening of price levels. Mr 
Chamberlain’s first visit to Herr Hitler 
resulted in the third week opening with 
a definite improvement in tone which 
was further encouraged by the favour- 
able reply from the Czech Government 
to the peace plans. The Godesberg 
talks and the further demands that 
resulted in Mr Chamberlain’s return 
caused prices to weaken again towards 
the end of the week, and by the begin- 
ning of the last week of the month, 
when the nature of the new demands 
was understood, prices began to fall 
sharply. But an improvement in 
sentiment was noticeable after Herr 
Hitler’s Berlin speech, and the decision 
to limit falls in French share prices 
to 5 per cent. had a steadying influence 
on prices, though ‘dealings were neces- 
sarily suspended in certain shares. 
The month closed with a sharp rally 
orn the news of the Munich conference. 


=e Sept. Aug. Sept. 

1938 1938 Chargeurs 1938 1938 
3% Rentes 75°55 74°50 Reunis ... 477 380 
4°, Rts.’17 73:60 67:75 Rio Tinto 2,385 1,810 
Banque de R. Dutch... 67,500 62,700 
France ... 6,355 5,550 Mex. a 4234 3234 
Credit Chart 24112 203 


Lyonnais.. 1,535 1,250 Ford ...... 59 49 
Suez Canal 19,800 18,405 De Beers... 1,502 1,284 
Wag. Lits... 80-00 58-00“‘Johnnies” 489 376 


Berlin 


THE earlier part of September found 
the Bourse more cheerful than during 
the preceding two months, but by the 
second week an erratic tendency was 
becoming noticeable, though when 
losses occurred they were not extensive. 
The deterioration of the Czech situation 
naturally made itself felt, but the 
announcement of the British Premier’s 
visit to Herr Hitler resulted, as every- 
where, in a sharp recovery. A strong 
upward tendency occurred in the first 
few days of the second week, following 
the acceptance by the Czech Govern- 
ment of the Anglo-French Plan. Prices, 
however, relapsed on the realisation that 
fresh demands were to be made at the 
Godesberg talks which opened on 
September 22nd. Heavy falls occurred 
after the breakdown of the second 
conversations, but some improvement 
followed Mr Chamberlain’s appeal for 
peace and Herr Hitler’s Berlin speech. 
The market was very subdued during 
the few days at the end of the month 
that culminated in the announcement 
of the Four-Power Conference but the 
close was naturally firmer. On balance, 
the month has shown only a compara- 
tively small decline in prices, and in 
view of the slumps that occurred in 
July and August when the situation was 
by no means so grave, it is impossible 
to escape the conclusion that the 
stability of prices during the past 
month is due to brokers having read the 
Government’s appeal for the avoidance 
of a panic on the Bourse as a command. 








THE ECONOMIST 





Aug. Sept. Aug. Sept. 
31, 28, 31, 28, 
1938 1938 |Nord. 1938 1938 


Reichs- | Lloyd... 65:00 62-00 
bank vee 177-25 176-00,A-E.G.... 107-50 106-00 


‘Siemens 
Bank ... 113-50 113-00 & H.... 181-00 190-00 
Dresdner 106-00 105-00 Stahl- 
1.G. Far- | werke... 98:50 94 50 
benind. 145-75 146-50,Hamburg 

| Amer. 63:00 59-00 


Amsterdam 


POLITICAL events in Europe have 
entirely overshadowed the Bourse 
throughout September, and heavy falls 
in prices have occurred. The first week 
of the month, which was interrupted by 
the holiday in connection with the 
fortieth anniversary of the Queen’s 
accession, was mainly quiet and dull. 
The deterioration in the international 
Situation, however, caused prices to 
commence falling in the second week. 
The movement gathered pace, and was 
only checked by the news of Mr 
Chamberlain’s visit to Herr Hitler. 
The rally, however, was short-lived, 
and prices wavered during the first few 
days of the third week, and even the 
Czech Government’s acceptance of the 
Anglo-French Plan did not result in 
any marked improvement. The general 
tone had become listless, and with no 
support prices continued to sag away. 
By the beginning of the last week of the 
month slump conditions prevailed, the 
breakdown of the Godesberg conversa- 
tions resulting in the heaviest falls 
since the start of the crisis. Herr 
Hitler’s Berlin speech resulted in some 
improvement, but it did not last, and 
only the news of the Four-Power 
Conference prevented markets from 
finishing the month at the lowest levels. 


Aug. Sept. Aug. Sept 
31, 8, 3, DM 
1938 1938 1938 1938 


212% Dutch 873), 75 (jA.K.U.... 43li6 31 
512% Ger.* 22 1514 Ford Motor 294 290!2 
Philips Lp.24154 17812 DeliB. To. 214 194 
Neth. Ship.11514 10234 (Ryl. Dutch 3327, 296 
Lever Bros. \Hand. Am. 45834 420 
& Unilever138 110 | 


* Without transfer certificate. 


Canada 


Tue Canadian stock markets continued 
stagnant until the end of August, when 
a sharp break resulted from the crisis 
in Czechoslovakia and heavy selling 
depressed all classes of stocks. Early 
this month the markets steadied them- 
selves and there was even a slight 
recovery. But before the middle of the 
month alarming news from Europe 
caused renewed selling, unsupported 
by any buying resistance. There was 
also a good deal of forced selling when 
speculative accounts were closed out. 
The breathing space given by Mr 
Chamberlain’s first conference with 
Herr Hitler halted a decline which had 
carried stocks below their lowest pre- 
vious level of the year, but the mar- 
kets remained nervous and a tone of 
pessimism prevailed. The markets 
continued their decline following Mr 
Chamberlain’s return from Berchtes- 
gaden, but towards the end of the 
week became active and firm on the 
acceptance of the Anglo-French plan 
by the Czech Government and the 
proposed Godesberg talks. The closing 
days of the month, however, saw 
renewed selling and markets generally 
became weak on the European news. 
The news of the Four-Power Confer- 
ence, on the Wednesday, resulted in 
a sharp rally, which was maintained 
until the close. 
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Aug. Sept.| Aug. Sept. 
ie Biel ihe 
’ 1938 1938 
Bell Tel, bia 16412 154 (Int. Petrol ..25!2 23 
Can. Car ...... 1512 121» |Brazil Trac ...1034 9% 


Do. prefd. ... 28 2514 Brit. Col. 
ll 


orp... | Power “A” 29 27!2 
Dome Mines 3234 30 


i? ia: aa 
Hollinger ... 151g 13 Can. Cement 9 75g 
McIntyre ... 47 45 


r Int. Nickel ... 48 47%4 
B. of Montr’)213. 205 += MasseyHarris 71, 55g 


Bk. of Nova Montreal Lt. 297g 27 
Scotia ...... 303 290 Quebec Pow. 17 14! 
R. Bk. of Can.187 170 Shawinigan 
Water ...... 20 18 


C.Bk. Com. 174 162 
.P. a 514 Steel Co. of 
Cock. Plow... 912 734 | Canada ..... 6812 64 


Capital Issues 


CAPITAL ISSUE TOTALS 


Nominal Con- New 


Week ending Capital versions Money 


October 1 £ 

To the Public ............ Jil i Nil 
To Shareholders ......... 150,000 150,000 
By S.E. Introduction.... Nil a Nil 
By Permission to Deal . Nil aoe Nil 
Sav. Certs., week ending 

September 24 ......... 450,000 450,000 

Including Excluding 


Conversions Conversions 

Year to date £ 
1938 (New Basis) ........ 237,719,105 217,828,142 
1937 (New Basis) 459,174,856 410,500,961 
1938 (Old Basis)..... -» 174,498,546 155,587,678 
1937 (Old Basis) .......++ 260,796,798 215,205,382 





Destination 
(Excluding Conversions) 
Brit. Emp. Foreign 
U.K, ex U.K. Countries 


Year to date £ £ £ 
1938 (New Basis) 167,387,209 47,590,756 2,850,177 
1937 (New Basis) 351,425,897 56,816,705 2,258,359 
1938 (Old Basis) 131,663,375 21,104,231 2,820,072 
1937 (Old Basis) 197,344,204 16,368,678 1,492,500 


Nature of New Borrowing 
(Excluding Conversions) 


Deb. Pref. Ord. 
Year to date £ £ £ 
1938 (New Basis) 137,870,097 15,376,492 64,581,553 
1937 (New Basis) 205,251,500 26,387,820 178,861,631 
1938 (Old Basis) 126,841,813 9,252,053 19,493,812 
1937 (Old Basis) 148,346,092 16,503,365 50,355,925 


Note.—* Old Basis ” includes only public issues 
and issues to shareholders only; ‘*‘ New Basis’”’ 
includes all new capital in which permission to deal 
has been granted. 


ISSUES TO SHAREHOLDERS 
ONLY 


Brush Electrical Engineering 
Company.—Issue of 150,000 {1 
ordinary shares at par for financing 
further developments and improvements 
at the Loughborough works. Applica- 
tions from ordinary shareholders and 
debenture holders receivable by 
October 5th. Option certificates will 
be issued, carrying right to September 
30th, 1943, to subscribe at par for one 
new share for every three allotted. 


Northern General Transport.— 
A scrip bonus of approximately one new 
ordinary share for every five held to 
ordinary shareholders registered 
September 14th is proposed. For this 
purpose £138,514 from reserve account 
is to be capitalised. 


CONVERSIONS AND 
REPAYMENTS 


Parkinson and Cowan.—This 
Company will redeem at 105 per cent. 
on March 3lst, 1939, the 6 per cent. first 
debenture stock outstanding, amounting 
to £16,440. Stockholders have the 
option of converting as from October 
Ist, 1938, into 4} per cent. first deben- 
ture stock. 


RESULT OF TENDER 


Liverpool Corporation Bilis — 
The tenders for £1,000,000 Bills at 
12 months date were opened on 
September 27th at the Bank of England. 
The total amount applied for was 
£100,000. Amount allotted, nil. 
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10173 | 59 93:2 | 40 | Spates’ rota | 40 | —7l2/ 1210 Of) 65t2 | 4512) 3] Size Anglo-Celtic Ord... || 472]. 33% 
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23/119) 13/3 
57/6 | 47/6 
89/412| 70/- 
33/3 | 23/ 
61/3 32/6 
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. Iron, Coal,&c.—cont.| 
Nil | Thornycroft, John £1 
Nile || U. States Steel $100.. 


7b | Un. Steel Cos. Ord. £1 oo lo 
219° 


10 ¢ | Vickers 10/=.........006 
1212 ¢| Ward (Thos. W. uy 

ims c, Weardale S. 7. f £ 1 
212 || Whitehead I. & * &t i 
is c | Yarrow & Co. a’. | 
: Textiles i 
Nil | | Bleachers i aietas | 
Nil || Bradford Dyers £ “a - Ht 
Nil ' Brit. Cel. Ord. 10/~... || 
Nil | Calico Printers £1 ... | 


1l2a/ Courtaulds £1. ...... 26/1012) -3/ ny 
7126 English Swg. Ctn. £1 | 2a | —us 
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Nil | Fine Cotton Spin. £1 | 
3 @ | Linen Thread Stk. sft | a 
b| Whitworth & Mit. £1 
Electrical nahaee 
¢ | Associated Elec. £1.. 
a | British Insulated £ c. 
a | Callenders £1......... 
a | Crompton Park. A 5/ || 
c || English Electric £1... | 
¢ 
a 
2 
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General Electric £1.. a 
Henleys (W. T.) Jose | 
6 Johnson & Phillips £1 i| 
¢| Siemens {1 ......... 
Electric Light, &c. 
¢c razil Trac., no par.. 
a Bournemouth & Pile. 
a 
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British Pow. & Lt. £1 | 

a, City of London £1... | 
|| Clyde Valley ne i | 
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a 
a | County of cae 

6 | Edmundsons {1...... 
loa, Lancashire e £1.. 

a | Lond. Ass. Elec. - sep 
a | Metro. Electric £ 
212 a) Midland Counties ci | 
2124) North-East. Elec. 1 || 
4a_| North Metro. £1 ... || 
212 a, Scottish Power £1... |, 
3a |, Yorkshire Electric ... || 
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ae b| Gas L. BG AF execs | 


Imp. Cont. Stk. ...... i J 5 


$ a Newc.-on-Tyne £1... }| 
2154, Ss. emit Stk. 1 
| Motors and Cycle || 

12}9 c} Riso gun. Ora Lt 
fo & Assoc oreo Ord. £1 |) 
Austin 5/— .......0008 |} 


Birm. Smal. Arms £1.. 
3330 Dennis 1/- ............ 
| Ford Motors £1...... 
12138 ‘Leyla Lise ci a 
yland Motors 
=? is Motors 5/- Od. | 


Sei | Rat yele Hold. 1... 
16155, — aaiaen | 33 
1612, | 


\* | 
155) i tan Line 2. £1 ye 
iC kahabbebatoe H 
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Bah Lias £1 ......... i 
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Tlob Tokai (A FOR A hcceces i 
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196 


10 6 | United Serdang vc i| 


Oil 

20 b Anglo-Iranian {1 ... 
12106 Apex (Trinidad) 5/- | 
2° ‘Attock BA sencerscoees 


Nil 
25 6  Burmah Oil £1 ...... 


¢ . Mexican Eagle M. $4 

_—re Royal Dutch 7.100... || 
a tae Shell Transport £1... | 
_ Trinidad Lease. £1... || 
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Aerated Bread £1 ... | 
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| Amal. Press 10/- 
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Industry and Trade 


Business and the Crisis.—Despite the grave risk 
of war, averted only at the last moment, the business world 
has remained calm. But the possibility of a conflict caused 
much dislocation in industry and commerce. The anxiety 
caused by Herr Hitler’s unyielding attitude prompted many 
business men to postpone their plans, and the flow of new 
commercial orders to industry was reduced to a trickle. 
Export business, moreover, was seriously hindered by the 
sharp rise in the cost of war risk insurance. On the other 
hand, the speeding up of preparations for defence, especi- 
ally of A.R.P., gave rise to some confusion here and there, 
but on the whole work proceeded smoothly. In contrast 
to the position in 1914, the Government has prepared de- 
tailed plans for the control of industry and of food supplies 
in case of a national emergency. So far these plans have 
not been put into operation, though steps have already 
been taken to ensure supplies of essential commodities and 
to prevent a sudden increase in prices of certain foods and 
raw materials. Export licences for war materials for 
foreign countries were suspended on September 28th. 
Moreover, in view of attempts to lay in abnormal stocks 
of foodstuffs by a number of consumers, the Board of 
Trade announced on September 28th that supplies of essen- 
tial foods were adequate not only for immediate needs but 
for some time to come, and that in the case of war the 
supply and distribution of these commodities would be 
controlled in order to prevent an undue rise of prices and 
to ensure fair distribution. While the news that agreement 
had been reached at the Four-Power Conference in Munich 
has brought relief, industry is unlikely to recover quickly 
from the shocks of the past fortnight. 


* * * 


Control of Essential Commodities .—The Essential 
Commodities Reserves Act passed in June empowered 
the Board of Trade to obtain from traders information 
concerning their stocks of, and facilities for storing, com- 
modities essential in time of war. The Board of Trade 
was also empowered to create reserves of these commodities 
either by direct purchases or by inducing traders to increase 
their own stocks. Last Monday the Board of Trade issued 
an Order listing the commodities to which the Act can be 
applied. All cereals and allied products, meat, live 
animals for food, dairy produce, all forms of edible fats, 
oils and oilseeds, sugar, fish, the staple fruits and vege- 
tables (including potatoes), beverages, condiments and 
spices are included, thus covering the bulk of human and 
animal foods. The Act is also to apply to fertilisers and 
the raw materials from which they are made, to petroleum 
and its products, and to coke. The size of the stocks of 
these commodities held by the Government is unknown, 
but the information which the Board of Trade can obtain 


under this order is essential in the event of an outbreak 
of war. 


Stocks of Raw Materials.—In view of t 
possibility of transport difficulties in the early stages a 
war, the possession of adequate stocks of essential foods 
and raw materials is of the utmost importance. The 
Government has frequently been urged, not least by 
The Economist, to accumulate adequate reserves of 
primary products against an emergency. The accompany- 
ing table shows the stocks of certain important commodi- 
ties, exclusive of those held by consumers. As complete 
information is not available in most cases, total stocks 
are probably higher than the published figures suggest, 
Although the Government has been somewhat tardy in 


Market Supplies OF IMPORTANT COMMODITIES 


a a - 











British ont in 
Commodities coomeyaen 
193 
Foodi— 
SUgAr  cececoeee 000 tons 1,935 2675 31 July 14t 
refined 
BARES. ccccscces 000 tons 532 32° 10 Sept. 6 
. gene 000 Ib. 436,800 182,5585 31 Aug. 42 
Grains— =e Human Animal an 2 
Wheat .....+.+. tons ose ept. e 
Wheat flour ... 000 tons | 4,134 f>**# 20" 1| 1 Sept. 3*t 
EGEEDwccccccoccce 000 tons os | CS 1227 1 Sept. 4 
REE cocccnses 000 tons 55 795 4387 1 Sept. ot 
MNGD Anioewieenes 000 tons 100 1,926 67 1 Sept. o* 
Textiles— 
Raw cotton 000 actual 
bales 2,884 1,6235 |31 July 56 
Raw wool million Ib. 
actual weight 639 141° (31 July 22t 
Metals— 
Copper 000 long tons 303-7 36:0" (17 Sept. 12 
ae oaeeel 000 long tons 25:9 7:93" 17 Sept. 31 
o_o 000 long tons 342°0 9-54" 31 Aug. 3 
_Spelter_ ...000 long tons 226-2 23:00° 31 Aug. 10 


* Ratio to total consumption. 

+ 1938 home crop, England and Wales, estimated at: wheat, 1,719,000 tons ; 
barley, 727,000 tons ; oats, 1,020,000 tons ; mt less than 370,000 tons white 
equivalent ; wool, 116 million lb. ; potatoes, 2,788,000 tons. 

1 In terms of wheat. 

2 Including Government-owned stocks ; port stocks only. 

3 Stocks in bonded warehouses. 

4 Stocks in cold storage. 

: con — mill en. ‘ 

tocks at ports an way depots. 
7 Port eo. 


8 Stocks in recognised warchouses. 


accumulating reserves, stocks of many essential commodi- 
ties are quite substantial. 


* * * 


Stabilisation of Prices.—In order to prevent a 
sudden increase in the price of consumption goods, it was 
announced on Tuesday morning that the London Provision 
Exchange, at the request of the Food Defence Plans 
Department, had agreed to maintain unaltered for fourteen 
days the wholesale prices for bacon, hams, butter, cheese, 
lard, cooking fats, and margarine current on Monday, 
September 26th. The prices of certain grades of these 
commodities are given below, with the prices ruling last 
Saturday and a month ago for comparison. 


Aug. 27 Sept. 24 Sept. 26 


Bacon— 
No. | sizeable, English 
: percwt. 99s. 99s. 99s. 
BE Actcectibinsnen per cwt. 99s, 99s. 99s. 
Hams— 102 
Short ~ 
ort cut, Canadian per cwt. { 104s. 98s. 100s. 
— 56 50s 503 
Irish finest bla ” 
Sen ee a. 56s. 56s. 
Cheese— 
Finest farm Cheddar, English f 78s. 86s. 86s. 
per cwt. | 80s. 90s. 90s. 
Finest new, Canadian 86s.t Tis. 71s. 
per cwt. | 85s.¢ 72s. 72s. 
Butter— 
Finest salted, N.Z. per cwt. 121s. 117s. 116s. 
Danish ............ ts. a 
a sae { 137s. 136s, 136s. 
+ Old season. 


Later, it was also announced that the leading tea 
eure — a agreed not to increase retail 

ces of tea during the next fortnight. Moreover, the 
Chamber of Coal Traders have voluntarily agreed, on 
behalf of their constituent associations, that, apart from 
normal seasonal increases operating from October Ist 
in certain districts, the present level of retail prices for 
household coal will remain un for the next 


fourteen days. As our latest series of wholesale price 
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indices show, there has so far been little change in the 
prices of the majority of commodities, the sharp advance 
in wheat early in the week being a notable exception. 


* * * 


Minimum Coal Prices.—Under the original marketing 
schemes, efforts were made to increase the earning- 
capacity of the coal-mining industry by means of minimum 
price schedules. These have not been very successful, 
due partly to evasions of the terms of such schedules 
and partly to the absence of any effective method for 
the co-ordination of selling prices between districts. 
Under the amended schemes which were brought into 
operation on August 1, 1936, a different and more rigid 
form of price regulation was introduced by means of 
district central selling or centralised control of sales. 
For a period of about eighteen months this centralised 
regime met with the good fortune of a rising market. 
During the spring of 1937 there was an acute shortage of 
coal not only in the United Kingdom but throughout 
Europe, and in these circumstances the normal operation 
of the market led to substantial increases, particularly in 
the prices of steam and bituminous coals. This improve- 
ment in the financial position of the industry enabled it 
to achieve the two main objects of the 1936 amended 
coal schemes, namely, higher wages for the miners and 
higher profits for the coal owners. The average earnings 
per shift increased from about 9s. 3d. in 1935 to 11s. 1}d. 
in the first quarter of the current year, when the credit 
balance of the industry was greater than that for the 
whole of 1935, But times have changed. In the first eight 
months of 1938 the output of coal was over 7 million tons 
smaller than in the same period in 1937, and the Board 
of Trade price index fell by over 10 per cent. between 
January and August this year. The Central Council has 
therefore decided to exercise the compulsory powers of 
co-ordination delegated to it under the amended legisla- 
tion of 1936. During the past week it has issued to the 
districts a direction requiring each forthwith to prepare 
a schedule of minimum prices for the inland trade for 
every class of coal produced locally. Pending the approval 
of these schedules no sales are to take place for delivery 
in areas other than those in which the coal is produced, 
except with the authority of the Central Council, or 
unless such sales take place under the co-ordinating 
arrangements which have already been established volun- 
tarily in the districts and have been in operation for many 
months with the approval of the Council. Meanwhile, the 
districts are further amending their schemes in order to 
implement the assurances for the protection of consumers 
given by the colliery owners to the Government last Feb- 
ruary in negotiations over the Coal Mines Act. The pre- 
paration of the minimum schedules is not, it is understood, 
to involve any interruption of the normal operations of 
the local price-controlling bodies, except in so far as the 
over-riding supervision of the Central Council may be 
necessary to prevent price-cutting as between districts. 


* * * 


Retail Trade.—Reports from the big London stores 
indicate that the fear of war has led a number of con- 
sumers to order large quantities of essential foods. Most 
of these stores, however, are refusing to supply foods to any 
one purchaser in abnormal quantities. Retail trade in com- 
modities other than food, on the other hand, is reported to 
have fallen substantially during the past fortnight. The 
latest returns of retail trade relate only to the month of 
August; they show that the daily value of sales in the shops 
concerned was 2.8 per cent. higher than in August of last 
year. The increase was general in all districts with the 
exception, as before, of Central and West London, 
where a decline of 4.7 per cent. was registered. Clothing 
departments obtained most of the increase in sales; sales 
of piece-goods, furnishings and hardware all showed a con- 
siderable decrease from the figures of last year. The value 
of stocks (at cost) at the end of August was 4.4 per cent. 
lower than a year ago. 
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British Ports.—The dominating position which 
London holds in British foreign trade is illustrated in the 
table below, which gives the value of imports into and 
exports from all ports whose total trade in 1936 exceeded 
£5 millions. London dealt with no less than 42 per cent. 
of British imports (by value) and with 31 per cent. of our 
exports. The second largest port, Liverpool, shipped 28 
per cent. of our exports, but received only 19 per cent. of 


DISTRIBUTION OF BRITISH TRADE BY Ports, 1936 


Imports into Exports from 

Per Per 

. £000 cent. £000 cent. 
i nidnndcdsisticndnanecuiodeuies 27,907 3:3 1,161 0-2 
SN ieitincibsmumintanpntunvicnn 5,699 0-7 7,073 1:4 
i aa ae 3,633 0-4 4,789 0-9 
I irish ccnmesniaiiaienenan 158,988 18-7 138,164 27:6 
PI vicsiniacrvnacanernenit 45,543 5-4 13,601 2-7 
BID hcdcdimiesiensecededsecises l, 0:2 4,149 0:8 
SR ninccnctsacgnensennennanen 4,564 0-5 11,941 2-4 
Total: 7 Western Ports 247,940 29:2 180,878 36-0 
a 4,929 0-6 3,884 0-8 
SN onic nmecahmnmementind 3,915 0:5 2,538 0:5 
IIE ccaidisecnabanmiusebenen 3,486 0:4 3,885 0-8 
ID Si ciinancnuncasvusocts 29,732 3:5 34,658 6:9 
Total : 4 Channel Ports 42,062 5-0 44,965 90 

NE dias nescitenipanasuinaabisinnits 6,481 0-8 7,484 1-5 
SIT A betiesetiepnintatinitaaiiinns 12,642 1:5 4,796 1-0 
ME Kicvcinnsticcsovecavcasstest 21,332 2°5 4,194 0-8 
EE dhibidintitsiiahatoscdneneeninenes 56,104 6:6 25,425 5:0 
CN hacienda aientnsels 353,068 41-5 156,669 31:2 
Middlesbrough ...........ce.000+ 3,150 0-4 5,841 1:2 
SIN hos dedis ci de wacckcasevice 13,534 1-6 11,897 2:4 
Total : 7 Eastern Ports ... 466,311 54-9 216,406 43-1 
I nccusspseevsdeentanidninnen 5,678 0-7 779 0-1 
inc cintnrsesnnneeniainen 23,365 2:°8 26,910 5:4 
Grangemouth ..........ccccsccsess 5,742 0-7 1,698 0:3 
Be il Rindadidaietininektectbnadein 11,319 1-3 3,457 0-7 
Total : 4 Scottish Ports... 46,104 5-5 32,844 6-5 
inna eeneiiianes 9,105 1-1 4,332 0:9 

All other U.K. ports (including 
Irish Land Boundary) ...... 36,107 4:3 21,949 


4°5 
Total : United Kingdom 847,752 100-0 501,374 100-0 
our imports. The seven largest ports on the East coast, 
including London, handled 55 per cent. of our imports 
and 43 per cent. of our exports ; the seven largest ports on 
the West coast, including Liverpool and Manchester, 
handled 29 per cent. of our imports, but 36 per cent. of 
our exports. 


* * * 


The Cocoa Season Ends.—What was perhaps the 
most eventful season in the history of the international 
cocoa trade came to an end yesterday. The year opened 
on October 1, 1937, with Accra cocoa priced at 30s. 13d. 
per cwt., to which level it had fallen from a peak of 59s. 
per cwt. in January. Prices continued to decline until 
in May Accra cocoa was quoted for a time at less than 
18s. per cwt. There is no doubt that this fall in price 
must be ascribed to the decline in consumption, which is 
estimated in the past twelve months to have been some 
10 per cent. below the record quantity of 695,000 tons 
absorbed in 1936-37. But the beginning of this fall in 
price coincided with the formation of a buyers’ pool by 
the big West African shippers, which led the native 
farmers of the Gold Coast (which supplies 40 per cent. of 
the world’s cocoa) to believe that the buyers’ pool was 
the cause of their declining receipts. They organised a 
selling boycott which lasted from November, 1937, until 
April of this year, when it broke down. For the remainder 
of the season, cocoa exports from the Gold Coast have 
been regulated by the Department of Agriculture, which 
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has succeeded in disposing of the bulk of the crop at 
prices above the low levels reached in May. It is known 
that stocks have risen considerably in the season just 
ended, but they are held by the financially strong shippers, 
and there is no danger of forced sales. In fact, there is, 
at present, a considerable demand for good quality cocoa, 
as the quality of the last Gold Coast crop was affected 
by inadequate storage during the boycott, so that part 
at least of the new harvest, which will appear on the 
market in about two months’ time, will find ready buyers. 
The new season thus opened to-day with a more hope- 
ful note. The Gold Coast is anxiously awaiting the 
recommendations of the British Commission of Inquiry, 
which was set up at the end of the boycott, and whose 
report is believed to be completed. It is hoped that their 
recommendations will improve the marketing of the 
cocoa crop, and will remove some of the ill-feeling which 
still exists between the native farmers and the shippers. 


* * * 


The New Bacon Contract.—The Pigs and Bacon 
Marketing Boards, with the assistance of the Bacon 
Development Board, have now agreed on the terms of the 
1938-39 contract. According to the Bacon Industry Act 
passed in July, the contract must provide for an average 
price of 12s. 6d. per score (against a basic price for 
feeding stuffs of 8s. 6d. per cwt.) to the farmers over the 
whole contract year. It has been agreed that in February 
and March, 1939, the farmers’ price shall be raised by 
6d. to 13s. per score and that it shall be lowered to 12s. 
per score in October and November, 1939. There has also 
been an alteration in the grades; Class II (pigs between 
8 sc. 8 Ib. and 9 sc. 8 Ib. deadweight) has been abolished 
and pigs in this weight range will be graded into Class I 
(minimum deadweight 7 sc.) or Class III (maximum dead- 
weight 10 sc. 10 Ib.). The scale of prices agreed to by the 
Boards refers to a basic price for the standard 
ration of feeding stuffs of 8s. 6d. per cwt. During the 
latter half of 1936 and the early months of 1937 the price 
of this standard ration rose sharply, reaching a maximum 
of 10s. 4d. per cwt. between September, 1937, and March, 
1938. Since then it has again fallen, to 8s. 11d. in Sep- 
tember. Should the prices of wheat and barley (whose 
products compose 90 per cent. of the ration) fall further, 
it is likely that the price of this ration will fall below 
8s 6d. per cwt.; the basic price paid to the farmers will 
then be proportionately reduced. 


* * * 


Slight Rise in Wholesale Prices.—Events have 
been moving so rapidly and in such kaleidoscopic 
fashion, that it may be advisable to give the reminder 
that the latest Economist index numbers relate to Wednes- 
day, September 28th. Compared with the previous fort- 
night they show surprisingly little movement for so 
anxious a period. The complete British index has risen 
by only 0-9 per cent., and the primary products index 
by 1-1 per cent. Part of this latter movement may reflect 
the depreciation of sterling, for the American primary 
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products index is practically unchanged. The complete 
Irving Fisher index number, which relates to a week 
earlier, shows an insignificant increase, and so does the 
French index number. The German index is unchanged. 
Generally speaking, wholesale prices have shown remark- 
able stability, but the intermediate fluctuations in the 
leading commodities during the intervening fortnight 
must not be overlooked, even though they are not reflected 
in these indices which relate to particular dates. 


SEPTEMBER 18, 1931100 


Date | British e ; 
index i 
| (st 








British ree 
(sterling)! (dollar) 








1936 | 

. | 331-3 | 163-9 | 187-3 | 166-7 | 128-8 | 113-0 |116-3t 95-4 
1937 
Jen. 27th 134:2 | 164-2 | 184-5 | 167-0/ 131-0 woe | 95°77 
eb. 24th! 136°3 | 168-2 | 185-5 | 167-4| 131-8 | 116-8 |124-3 | 96-2 
Mar. 3ist 144-3 | 181-9 | 199-7 | 167-4| 137-3 | 121-8 [126-2 | 97-5 
Apr. 28th 142-0 | 169-9 | 183-5 | 165-4/ 135-6 | 1 ‘7 | 97-0 
une 2nd 1 170°2 | 178-9 | 165-6| 1 119-8 |133-2 | 97-5 
une 30th’ 139-5 | 165-9 | 176-8 | 165-7 | 134-1 ‘2 97-5 
uly 28th 167-1 | 171-8 | 164-5 | 133-8 | 130-8 |137-1 | 97-9 
Aug. 25th 137-9 | 164-4 | 165-3 | 164-2 | 133-0 | 133-3 |137-1 | 98-1 
d 136-0 | 164-0 | 166: 165-1 | 133-7 | 139-4 |137°7 | 97°6 
133-6 | 156-2 | 152-3 | 165-4| 129 138-8 |141-6 | 97-3 
Dec. Ist) 127-5 | 145-4 | 138-9 | 164-8 | 125-1 | 134-0 [143-3 | 97-0 
pe. 26 127°8 | 147-4 | 135-3 | 164-2 | 120-5 | 135-8 |143-8 | 97-0 
Feb, 2nd’ 126-6 | 144-4 | 135-4 | 164-5 | 119-8 | 137-9 |142-9 | 97-0 
Mar. 2nd 125-1 | 143-1 | 138-7 | 164-5 | 120-3 | 138-1 [142-5 | 97-2 
Mar.30th 122 137-0 | 129-3 | 164-6 | 117-7 | 139°4 |141-7 | 97-1 
r. 27th 121-4 | 137.8 | 127-5 | 164-3 | 116-9 | 139-9 [142-8 | 97-0 
y 25th| 119.6 | 132-2 | 121-9 | 165-5 | 117-2 | 145-6 |143°4 | 96-3 
une22nd 119-3 | 133-2 | 124-8 6 117-6 | 147-3 143-8 | 96-9 
uly 6th) 120-8 | 135-7 | 129-7 | 165-9 | 117-7 | 148-7 (143-5 | 97-0 
uly 20th 119-5 | 137-4 | 128-6 | 166-5 | 118-2 | 147-8 |142-7 | 97-1 
Aug. 3rd 119-2 | 138-0 | 127-1 | 167-2 | 117-4 | 144-6 142-4 | 97-5 
Aug.17th) 118-3 | 136-1 | 124-7 | 167-6 | 115-9 | 145-5 |142-8 | 97-5 
Aug. 3ist 116-5 | 133-5 | 125-0 | 168-6 | 116-8 | 144-9 |143-6 | 97-3 
Sept.l4th 115-2 | 133-0 | 126-9 | 170-6 | 117-0 | 145-8 (143-9 | 97-0 
Sept.28th 116-2 | 134-8 | 127-0 | 173-0 | 117-2*| 146-4* | 97-08 
* These figures relate to Sept. 2st. + Monthly average. 


_ The following table shows the complete Economist 
index number in greater detail: — 


The Economist INDEX 


(1927 = 100) 
Sept. 18, Sept. 22, Sept.14, Sept. 28, 

193 1937 1938 1938 

Cereals and meat.. 64-5 89-1 72-7 72-4 
Other foods ......... 62-2 67-2 58-0 58-1 
“Fextiles ...cccoccece 43-7 65-5 52-6 53-9 
Minerals ........00. - 67-4 106-4 93-8 94-0 
Miscellaneous ...... 65°8 84-5 74:0 | 75°3 
Complete index 60-4 82-2 69-5 70-2 
1913 = 100......... 83-1 113-1 95-6 96-6 
1924 = 100......... 52:2 71-0 60:1 60-7 


During the fortnight covered by The Economist index, 
wheat, maize and meat prices were unaltered, but there 
was an increase in flour, and a decrease in barley, oats and 
potatoes. Sugar was firmer, and there was a sharp rise 
in coffee. Textiles were all slightly higher in price, and 
there were moderate increases in non-ferrous metals. In 
the miscellaneous group, hides and linseed oil were 
dearer, but there was a setback in rubber. 








INDUSTRIAL REPORTS 


BUSINESS transactions were seriously 
dislocated last week by the risk of a 
German invasion of Czechoslovakia. 
In view of the uncertainty, overseas 
buyers held their hands, and the 
increase in war risk insurance premiums 
added to the difficulty of doing business. 
The flow of new commercial orders 
‘from domestic consumers was also 
reduced. On the other hand, the 
speeding-up of preparations for defence 
has led to an increase in activity in the 
industries concerned. A tendency to 
avoid new commitments has been 
noticeable even in the iron and steel 
industry, where the existence of heavy 
stocks prevented the re-stocking move- 
ment which might otherwise have been 


expected to take place. On the o 

hand, the domestic demand for aa 
has been fairly well maintained. Trans- 
actions in cotton textiles were small in 
volume, but the market in wool textiles 
has shown some improvement in the 


expectation of heavy Government 
orders. 


Coal 


Sheffield.—Demand is i provi 
steadily. Industrial steam uae mane 
fairly well, with best qualities firm. 


wo . The 
market in coking smalls is quiet, and 


the demand of brickworks is easily 
met. Business in household fuels is 
moderately active, and gas coal is being 
well taken up. The market in coke re- 
mains quiet, with prices unaltered. 

The export market is still depressed 
for prompt, but for forward shipment 
there is a slightly better inquiry. 

* 

Newcastle-on-Tyne.—Despite all 
the uncertainty, the North-East coal 
market has remained calm. Northum- 
berland steam collieries continue to be 


on the other hand, jenci 
much idle time, — ed 
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gas coal sections being particularly 
weak. Patent oven coke in the export 
Section is affected by the scarcity of 
tonnage. 


* 


Glasgow.—Trade is proceeding nor- 
mally and business has, if anything, been 
a little brisker. Nuts in particular have 
been moving a good deal more freely, 
and these are now in a fairly strong 
position in all districts, but chiefly on 
the East Coast. Demand for large 
coal has been less brisk and tonnages 
of most classes continue to be freely 
offered. 

It was learned during the week that 
a new committee has been set up to 
control supplies for the London and 
South Coast markets, For some time 
past there has been increasing inter- 
district competition for this business, 
which conflicts with the industry’s 
selling policy, and accordingly the new 
committee will operate a scheme to 
co-ordinate the delivered prices of all 
contracts of over 15,000 tons. The 
committee will fix prices and decide 
other matters affecting the interests 
concerned. 


* 


Cardiff.—The immediate outlook 
on the South Wales market has been 
profoundly disturbed by the grave 
events of the last few days. France is 
the chief outlet for German exports 
of coal and coke. In 1937 the exports 
of coal and coke to that country, prin- 
cipally from the Ruhr, exceeded 10 
million metric tons, and during the first 
half of this year they reached nearly 
4 million tons. In the event of the 
interruption of these supplies, France 
will have to depend primarily for her 
external supplies on the United King- 
dom. No official steps have yet been 
taken to deal with this contingency, 
but an emergency meeting of the South 
Wales Executive Board was held on 
Wednesday afternoon, when the more 
general aspects of possible immediate 
developments in the Anglo-French coal 
trade were considered. 

The volume of trade has not been 
materially affected by the risk of war. 
Shipments from the South Wales 
ports last week totalled 408,200 tons, 
against 344,500 tons in the previous 
week and 435,466 tons in the corre- 
sponding week last year. Prices are 
nominally unchanged. Under the 
Anglo-French _coal-pitwood _ barter 
agreement, the price of the 80,000 
tons of French pitwood to be purchased 
in the three months from November 
Ist next in exchange for the purchase 
by France during the same period of 
120,000 tons of South Wales coals, 
has been reduced from 22s. 3d. to 
22s. 1$d. per ton, ex ship. The Greek 
State Railways are inviting fresh tenders 
for the supply of 60,000 tons. The 
coke and patent fuel markets are 
featureless. 


Iron and Steel 


London.—The weekly report of the 
London Iron and Steel Exchange 
indicates that there has been a tendency 
to avoid entering into commitments, 
Owing to the uncertain outlook. In 
some directions there has been a move- 
ment to buy for stock replenishment, 
but in the majority of cases the accumu- 
lations in hand have been considerably 


in excess of the normal tonnage for 
some months past. In spite of the quiet 
conditions, the undertone remains firm. 

In the pig iron market there has been 

a little buying for near requirements 
and some inquiry for forward delivery. 
The position in this department has 
been improved by the depletion of 
stocks of foreign iron, and as imports 
have been on a restricted scale for some 
time, the demand for British materials 
may be expected slowly to improve. 

Similar conditions now rule in the 
semi-finished steel section of the market. 
Although stocks are still heavy, they 
have been considerably reduced, and 
as a consequence, there has been an 
expansion in the volume of business 
with home producers. 

The demand for finished steel has 
been irregular, and few of the steelworks 
are able to maintain a full rate of opera- 
tions. There has been a tendency on the 
part of consumers to avoid committing 
themselves for forward purchases and 
most of the recent transactions have 
been in small parcels for near delivery. 
Export business has been handicapped 
by the high war insurance rates. 


* 


Sheffield. — More inquiries are 
about, and business shows some expan- 
sion. Where pig-iron contracts are at 
the point of termination there have been 
some renewals, but generally consumers 
are pursuing a hand-to-mouth buying 
policy, preferring to await develop- 
ments in the international and indus- 
trial spheres. Small parcels of foundry 
iron are changing hands, and demand 
for basic iron is fairly steady, but forge 
is still neglected. Hematite users are 
well covered by contract to the end of 
the year, and the only movement is in 
special sorts, consumption of which is 
again increasing. Bar iron business 
remains slow, although rather more 
dealings are reported in common bars. 

In steels, basic billet business is 
showing some improvement, and wire 
rods are in better request. Structural 
steel requirements are fairly good, and 
a more active demand exists for small 
steel bars. Stainless steel sheets are a 
strong feature, and the call for strip is 
reviving. 

The iron and steel scrap market is 
showing more life, and in view of 
the decision to postpone a decision on 
prices, which were stabilised to the 
end of September, it is thought probable 
that these may now remain unchanged 
until the end of the year. Meanwhile, 
there is a more encouraging demand for 
heavy iron-free basic steel scrap at from 
65s. to 67s. 6d. per ton. Other prices 
are unchanged. 

Compared with July, the output of 
steel ingots and castings in the Sheffield 
district in August shows an increase of 
15,400 tons to 109,500 tons. Heavily 
increased requirements of special steels 
for national defence work have necessi- 
tated more electric furnaces being put 
into commission, and most of the heavy 
engineering sections of local industry 
are fully employed. 


* 


Middlesbrough.—Whilst the market 
continues with a firm undertone, poten- 
tial buyers are influenced by the inter- 
national situation. Consumers are 
reported to be using up their stocks of 
foreign iron and an increase in demand 
is therefore expected. East Coast hema- 
tite is still plentiful, but rather moreis 
being used at producers’ own steelworks. 


Shipments of pig iron from the Tees up 
to September 27th amounted to 4,729 
tons, compared with 2,371 tons during 
the same period in August. 

Transactions in semi-finished steel 
are few, for users still have rather more 
material on hand than they carry 
normally. 

Finished steel plant is actively em- 
ployed, and in one or two departments 
output has been slightly increased, but 
further orders are necessary to keep 
plant fully occupied. 

Foreign ore business is practically 
negligible, and consumers are severely 
restricting deliveries under old con- 
tracts. Blast furnace coke is in good 
supply at 27s. 6d. per ton, free on trucks 
at the ovens, with little business passing 
owing to the reduced consumption. 


* 


Glasgow.—It was announced at the 
end of last week that the New Zealand 
Government had placed a large order 
for railway locomotives with the North 
British Locomotive Company, of 
Glasgow, the value of which is approxi- 
mately £400,000. Works in Glasgow 
and district were closed over the week- 
end for the autumn holiday. Since the 
resumption of operations on Tuesday, 
there has been a heavy demand from 
all parts of the country for galvanised 
sheets for municipal authorities’ require- 
ments, and manufacturers employed on 
Government work are also pressing for 
deliveries of material. 


* 


Cardiff.—The position in the South 
Wales iron and steel trade shows no 
material change. As our weekly table 
on page 43 shows, there has been a 
slight improvement in the tinplate 
industry. In August the output of 
pig iron in South Wales and Monmouth- 
shire was only 36,600 tons, compared 
with 65,700 tons in August, 1937, and 
that of steel ingots and castings 102,300 
tons, against 207,800 tons. 


Textiles 


Cotton (Manchester).—The whole 
market is dominated by the crisis, but 
traders are calm and are prepared for 
any emergency. Spinners have been 
making larger purchases of raw cotton 
owing to possible interference with 
normal trade channels. The fixing of 
minimum prices in the Alexandria 
market was an unexpected move, but 
so far Liverpool has not had cause to 
take similar action. 

There has been very little business in 
cloth for export. Demand has shrunk, 
and even where business has been 
offering, negotiations have been difficult 
owing to the war risk insurance rates. 
On the other hand, there has been a 
larger turnover for the home trade, 
especially in fabrics suitable for A.R.P. 
and other emergency purposes. 


* 


Wool (Bradford)—The fifth series 
of Colonial wool sales ended yesterday, 
after an improvement in prices caused 
by fears of an outbreak of war. ‘The 
biggest supply of wool available has 
been in New Zealand crossbred slipes, 
and the rise in the prices has been the 
most marked, amounting to 2d. per lb. 
on many descriptions. There is no 
class of wool more suitable for khaki 
purposes than this, and immense 


(Continued on page 44) 
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GRAIN, etc.— 

Wheat— s. ¢ a < 
No. 2, N. Man. 496 Ib, .....0000 ¥ il 411 
Eng. Gaz. av., POT CWh.  -avesevee 5 2 5 il 

mn waa) + args aenepeageiad 
our, per — 

Straights, d/d London _.......« —° .s 
Manitoba, ex store ......-.--+++ 4 Nom. Nom. 

Bastey, Eng. Gaz. av. per cwt. ... : . . 5 

Maine, La Plata, landed, 480 Ib. .. - 2% = — 

Rice, No, 2 Burma, per CWt.....+- 2 

MEAT— 

Beef, per 8 lb. — 40 4 0 

English long sides...........++» { 410 48 

: 4 3 40 

Argentine chilled hinds a 46 45 

Mutton, per 8 ib.— 40 40 

Baglish wethers  .......ceseeee- 5 4 ; 8 
3 0 

N.Z. frozen wethers we} 3 g 3 8 

Lamb, per 8 lb.— 410 410 

NZ. LPOZEN ccerecsecesereerereee 5 g 5 8 

6 4 6 4 

Pork, English, per 8 Ib. 0.000084 7 4 72 

— pom cwt.)— 9 0 99 0 
Danish diediaiaihienien 9 0 9 0 
) csemennie — % 0 9 0 

92 0 2 0 
Irish on tage: 99 0 97 0 

oe _—- 9 0 100 0 

United States .......cc..0c0--. 92 0 8 0 
OTHER FOODS 

a mescenninnbe . 112 0 164 0 

New Zea and ecnenscensocosis 117 0 116 0 
135 0 135 0 
ae exseecsesesseeres 1 136 0 136 0 

CHEESE (per cwt.)— 

. 7l Ot 71 OF 
CeeGGRD senewen erccecececccooses 72 0 72 0 
New Zealand ........ uondecnstenh “4 ; oo ; 
English Cheddars .s.ssssssesss {33 of 

57 0 6 90 
Dutch ewes eeeeeeeee seeeerereeeres 61 0 o4 0 

COCOA (per cwt.)— 

24 6 24 6 

ROIS encccescsteces aibene stontnial 25 0 25 v 
. 3% 0 

IEE .. concreteness eotwen “440 4 0 

a a a meceoees . ; = : 

COFFEE (per cwt.)— 

Santos supr. c. & f. .......... nm, we 6 82 0 
Costa Rica, medium to good = $ . > ; 
- 50 0 55 0 
Kenya, medium _ ........cccssesses 70 0 70 0 
EGGS (per 120)— 
English (15-1512 1b.) ..rsssee.e 4 es 
Danish (1512 1D.) ....ccsseseveeeese 2.8 3s 
FRUIT— 
: 8 
Oranges, S. African boxes ...... 3 . 2 : 
Brazilian Peras...t 8 0 8 3 
di = {ii 9 12 6 
Lemons, Naples ......... boxes { = : = . 
— boxes . : a : 
Apples, Amer. (var.)......barrels 4 59 “") — ; 
» Californian Gravenstein 79 5 0 
Boxes | 11 9 6 6 
Grapes, Almeria ......... barrels - = : 
: : 8 0 00 
Grapefruit, S. African.......... “116 3 16 6 
LARD (per cwt.)— 
Irish, finest bladders seorsorsment 35 ; ee 
oo #990 
U.S. a scceeermemnerees ; 2s 
oeeeee, par — 
re Bond) ...... O 258 0 25, 
(Duty paid) .. : 3lg 0 3l, 
White Muntock (in Bond) . 4 : 3 9 3 
0 453 0 
»  Wuty paid) ...4 6 “ 9 rH 
POTATOES (per cwt.)— is 
SUGAR on) 
Centragals, *, Prpt. shipm. 
Cif UK ICOM wrrcevereveree 5 634 5 10ly 
ReFinep London— 
Yellow Crystals ......cccses 18 ue 19 3 
eee ettenmlicenenpecscnenunens 23 6 
23 101, 24 0 


* Weeks ended Sept. sin nacht 


22nd. 
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PRICES 





Sept.21, Sept.28, 
21 ’ 
— ’ “Tse a : 
}—cont. 8. 3. . 
ay aa ss The zi “6 71 GOLD, per fine ounce seeeeeteereere 144 0 147 0 
sessconanennnsnserensenveee 21 7 i . 
Granulated cece ceceeeesceeoeseeres 20 410 20 SILVER (per ounce)}— 
19 42 19 6 Cash Seen eens ener ees seseeseeseeseeees 1 Tig 1 Og 
Home Grown.........s00e-0s00+** 9 Tip -* ous 
: MISCELLANE 
TEA® (Auction Average) (per Ib.)— 16-73 15-77 
Bl. Tindlle sneoneonssssrsessssvorsonrrs «59 4g 13.42 CEMENT, best Eng. Portland, d/d site, London area, 
S. 34 16°54 in paper bags 20 to ton (free, non-returnab le)— 
Java ......0-000 ssscpinnannmnemenste 2s “x 4-ton loads and upwards ...... 42s. per ton 
SumatTe wvenneeorweoerereeenrees 11-43 1-76 | OMERICALS— io i° 
Total corccecseeeeceeserenneeeee 1S'AL 15°74 Acid, citric, per Ib., less 5% 4 | Oly 1 04 
3. . 
so — and un- 0 8 0 8 Nitric eee ee eeeeeeeeeeeereee o : . ; 
semmed, common tofine ..., 2 6 2 : r : tid 
Rhodesiar a stemmed 0 9 0 Orxalic, net eeeeeeeeeeeereeres 0 6 
stemmed = 1 10 ae : 1 ic, English, less 5% : : | ae | 
aabieeen i C : aoa 
“es seaandnniaite orl: 1 4 : . Alcohol, Plain Ethyl  ............ 32 0 220 
Stemmed ......++++ t ; 1 ; Ammonia, carb.  .......005. ton 21/0/0 21/00 
Indian z=, " Suighate . Leneecedingben /5! /5) 
ae 6 1 6 Arsenic, lump ............ per ton — 35/00 
Borax, 136 13 6 
» SRT cn ee eS 
d. Nitrate of soda ......... per cwt : 2 ; : 
= Potash, Chlorate, net cnappeeall 0 42 0 4% 
8-04 » Sulphate ...... per cwt. ¥ . » : 
Ro Soda Bicarb. set eeeeeeres per cwt. 1l 0 8 ° 
1714 Crystals perew.4 2 9 
d. eccsces ereese eecee 5 3 5 43 
16 5 Sulphate of Copper...... per ton 18/5/0 8/15/0 
COPRA t 
22 10 S.D. } mg 174 ineeatetes, meee woii3i9 
da s d. 
8 9 8 HIDES (per ib.)— > 3 
39 i 8 8 Wet salted, Australian coemempen . tH . an 
16 15, 814 Ib. .......4. 8 . . a. 2 
FLAX (per ton)— &: $3 West Indian ....cesssesseesersem4 § 31g 9 314 
Liven ZK annnnnmnnn 66 0 68 0 0 44 0 454 
P u HD. aii aadiinn 66 0 68 0 Cape eCEPSEUIOIOIIO iii) 0 4 0 5 
erna ecccseses 88 0 9 0 © 6 O 6 
Slanetz Medium, Ist sort .... eee @ 9 0 Dry and Drysalted Cape wooetaly 0 64 07 
oa one 7 0 7% 0 Market Hides, Manchester— O 4g 0 43 
eeeeeree . 5 
a ana, Sepi Siow. * 3. 21 0 21 0 Son banyes and bale aoa -8 ey 
JUTE (per to Best CD ccensnevenersetnnnnmeeenin e 435 0 435 
Native iyemis, cit, ARB, 19/2/6 19/5/0 cvs. ss 
ee ns Best Siccnsectnectuateuniniieeenadl 0 5 0 3 
wee 23 Lt ene » OS 9/010  19/0/0 RE “ ie 
SISAL, (per ton)— it &6 Bengal, gd. red.-vio. to fine { : : $0 
African, Sept.-Nov. ..........0-++ 16 10 18 Q > iia 
SILK (per Ib.) — s. s. LEATHER . getha eg 
Si a teetetdeeenadiemntn 73 73 Sole Bends, 8/141, semen P19 1 10 
apan ee eeereeeeereeeeeseereeee® 0 2 Q 
J a } : : : : Bark Tanned Sole seseeeninennen : 10 2 lo 
Italian, raw, fr. Milan .......... = 3 73 s 
WOOL (per Ib.) — - d. Shoulders from DS Hides... 9 § 9 3 
English, Sout greasy ... 12\o 131g 0 Tp 0 72 
Lincoln hog, washed il 13 oa Eng. or WS do. eon i 1 3 
Queensland, grey, nuper com — be «=D ce 0 454 0 4% 
easy, hall-bred red 3036 ll . 1215 DS do. wn | 0 534 0 5 4 
oe 10 10 0 6) 0 6) 
e Eng. or WS do. cereoee 0 Ble 0 8B 
27 28 ‘aid 10 10 
25 2612 Dressing Hides sanceniiocaomnesl i 8 1 8 
16 1612 ame 6 
15216 Ro. Eng. Calf, 20/35 Ib. per doz.{ 3 § § § 
PETROLEUM PRODUCTS (per gall.) — 
Motor Spirit No.1, London ... 1 6 1 6 
sd os. dh Petroleum, Amer. rfd.bri.Lond. 010 0 10 
19 6 19 6 Fue! oil, in bulk, tor contracts 
Te 10lp 4 101 Sa 0 © 35st 
Durham, best gas, f.0.b. Tyne .4 19 3° 39 93° Dad coe, OM Oat 
. 22 0 22 0 
Sheffield, best house, at pits .. 240 240 ROSIN (per ton) — ase ty 151 
—_ oe oa 109 0 109 0 Amercaa eee eerereeeeeeeeeeoeres — 18/15/0 
Bars, Middlesbrough «............ 265 0 265 9 | BUBBER (per lb.)— a. 5 dl 
Steel rails, heavy .................. 202 6 202 6 St. ribbed smoked sheet ......... 0 oe OD a 
ED cicemnbinkinctsascadl perbozr 21 6 21 6 Fine hard Para ........ ecescoccsocce 
NON-FERROUS METALS (per ton)— SHELLAC (per cwt.)— 30 
oni (ae 43/3/9 TN Orange . ed 42 
POCO R ee eee ee ’ / /5/0 T Ww (per wt 
42/13/9 43/0/0 ALLO 17 6 
eee ae seveeevonssenenees Y 42/1510 43/2'6 London town ...ssccocescssessesee 7 6 
in— q BER— 
Standard cash ......ccsscesseesee Hele ll eae 0/0 Swedish u/s 3X8 coven per std. ane, aN 
» 2X* oe 10 
Three months .......c.esees-+: “eee ise 2x4 .... » —-:18/0/0 se" 
Lead, soft foreign— ae Canadian Spruce, Dis. 22/10/0 23/0/ q 
15/17/6 15/10/0 Pitchpiine ..essssseesnsees per {oad 13/10/0 13/10! 
cere SPCR CRC ee eeee 15/18/9 15/11/3 Rio uote 
ao soseeseereesee 18/0/0 17/10/0 Teak, og; =o OE load aioe FN 
— 0} Mahogan 
—_— a nsaantoe 14/6/3  14/6/3 English Oak Planks ... ,, 0/6/0 —0/6/0 
uiamaoas se Siete oe sare Fe pit English Ash Planks :.. | 0/7/0 —0/7/0 
. /0; / 
: rolling billes 102/0/0 102/0/9 | VEGETABLE OILS (per ton net)— 21/1216 ; 
Nickel, home and export ......... 180/0/0 180/0/0 Linseed, naked ..........c0000. wove § BMT ey 2 15, 
moray“ Waareye Rape, refined mocacagndenspoces 3115/0 Br 0 
'n! 56/0/0 Cotton-seed, crude ee eeeereneeeree 18/0/0 20/10/0 
Antimony, Chinese .............. = wet se/0/9 Pam canto docenniveninnedith 13/136 i376 
Ww. ince ..... ou unit { ” 0 61 0 PSHE eRe eee ee ee Heres 8/1 5/0 9/2/6 
La P| want. « tener eeeeeceneeeee ll 0/0 11/11/3 
Platinum, refined ......... owes, 20 Wore, oli Siesiestduinbeues tae i2/11/3 
i f 
Quicksilver ............per 76 tb, { 13/18/0 13/186 


Turpentine ............ per cwt 32 Fy 33 9 
Trae de das oy fuel for inland consumption—othes 
include the Government tax. t New than fer 


use in Diesel-engined road vehicles—and do not 
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Coat Output (’000 tons) 


Week ended a saiaginnaaen 



























District Fs 
Sept. “Sep 
10, 17, 1937 1938 
1938 1938 
Northumbera 284:°7| 286: 5| 9,431: 8 8,979-0 
We’ | 6-4) SB. 9 Biase SS 
- : 9 1) 1 
rang Was 315 
a » 15-8 324-7/ 11,718-3 11,563-0 
Derby, Notrs& 
Leicester . 513-3} 579-7| 22,174-8 21,883°5 
Staffs, Worcs, 
Salop & War- 
EE. tebinninse 363°0; 384-2) 13,351-3) 13,275-3 
Cogan Wales & es | | 
onmout 4:3) 739-6) 24,987-0' . 
Ocher eb 6) 24,987 ° 24,620 6 
districts ‘ 118-0; 117-0; 3,615-4! 3,650: : 
copes ° 587- "6! 575.5) 21,200-4 20,280 
Total 7 3,985 - 0 4,416- 9) 158047 -7 154038 0 
e » Including Guabatoan ea Sone 
and Kent. 
: Cotton 
Raw Cor;ron delivered to Spinners 
(7000 bales) 
Week Total 
ended Deliveries 
Variety ae 
Sept. | Sept oir | S38, 
‘2 | Sept. 24, Sept. 
rs 193 | 1938” 
American ...... | 19-9! 18-4] 160 | 142 
Brazilian ....... os 4:2 3:4 60 26 
Peruvian, etc... 1-7 1:9 22 13 
Egyptian ...... 4°5 3-7 35 36 
Sudan Sake! 16: 42 26 27 
East Indian...... 2:4 5-0 56 77 
Other countries | 1:8 | 3-7 36 | #18 
Total 40:3 


Metals 


SALES ON Lonpon A METAL EXCHANGE 


—————— oon earner a 











Week ending From Jan. 
ems fy Tee, 
“Sept. 21, | Sept. ~*~ 28, 1938 
1938 oa 
Tons Tons Tons 
12,350 11,800 347,325 
1,565 2,235 63,255 
16,000 9,350 273,200 
10,650 7,625 223,300 
oe U.K. Stocks 
5 | Seer, 3 Sept 24 
| 19 1938 
Welned. Ge. official whens: Tons Tons 
Pocceccevencocoescocsces 873 6,341 
OS FOR ES 30,147 | 29,220 
Tin aaatan and Liverpool) ... 7,927 8,081 


















) Sept. 21, Sep. 2 28, 
1938 
GRAINS capo, Dec. Cents Cents 
aw etre: pn oo 
* eercesees 8 
Set’ a 507s 505g 
eereesooreee 2512 263g 
| gee Gee itt, a 4514 
| ee z Oct. vicovee 3484 38 
METALS lb.— 
Copper N spot... 10°2212 9-97l2 
"export 10°55 10-30 








COMMODITY 
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MeETALS—{cont.) 
TINPLATE INDUSTRY 
on oi ded 
ft. Sept. 10, t. 17, 
1937 1938 om! 
Production—per cent. of 
CAPACHEY ccc ceccceeeee he 47-00 48-40 
ek ended 
t. 23, ae 15, Sept. 22, 
nod no a 
ons ons 
Shipments .............0 9,595 4,338 3,631 
Stocks (warehouse and 
in vans)..... aueenbeveose - 5,128 2,893 4,267 


Thirty-eight Weeks ended 
Sept. 2S 1937 Sept. 22, 1938 


Tons 
Shipments 306, 434 178, 388 


Beeeeererese 


aes 


WORLD SHIPMENTS OF WHEAT AND FLOUR 
__ (000 quarters) 


Week ended Season to 
SE | Sept. 7 | Sept. 















































24, 
et hr eae | 1938 | 1938. 1937 | 1938 
From— 
N. America......... 519) 542 2,776) 4,076 
Argentina and 
140 110-805! 1,066 
: 173,213) 1,123) 2,012 
Russia...... 163) 194) 734 2,707 
Danube and dist. . 124 96) 1,342) 629 
 ~eemannedian anh - | 442; 392 
Other Countries. |... j e- | 207) ... 
Total .....00.+-.. | 1,120, 1, 155) Tae 10,882 
To— 
WTs cocccapccscvccces 237, 284 1 970 2,133 
” Orders” eoccccece 237 282) 1,039) 3,378 
France ......cesseceee 22 23| 97, 242 
TUM ...ccccseees 101 63, 929 908 
Holland ......... ones 48 29° 436 745 
BE iinsniinianauiin 53 29, 181; 151 
Greece ......4+ sane 14! 24, 201/219 
Scandinavia ........ 25 «44 «223,165 
Austria, etc.........+ 31 18; 262; 274 
Other European 
Countries ........ 67, 64) 429 623 
Ex-European 
Countries ........ 285 295) 1, 662 2,044 
— ae | 1,120, 1,155) 7,429 10,882 
WorLD SHIPMENTS OF MAIZE AND 
MalIze MEAL 
(7000 quarters) 
Week ended FromApe. Ito 
From Sept. » Sept. | Sept. | Sept. 
17, | 24, | 25, | 24, 
Jetke b 1938 | 1938 1937 1938. 
Argentina ............ 392 529 21,699 6,256 
Aulantic America ... 305 124 4 10,706 
- ube Region ...... 38 19 2,111) 2,161 
E. Africa......... 52 86 2,362! 646 
indo-China, etc... 52 67, 478 977 
RE hasecccsess | 839) 825 26,654! 20,746 
Orner Foops 
| Week ended _ 
Sept. 17, Sept 24, 
_ 3908 1938 
Bacon 
Arrivals in London (bales) 
Danish ....... ccccsscecescessee | 14,938 | 14,605 
pets eecocscesooosoocccete 4,830 5,072 
Dutch ....... evccerecooceccess 2,371 2,268 
Lithuanian ...ccccrccesseeees 1,527 1,694 
Polish ..ccccccccecscccccescees 2,814 3,227 
Cocoa: 
Movements in Lond. (bags): 
Landed .......s0seceeeeeerenees 2,475 | 12,046 
Did for home consumption | 3,405 | ore 
pecegpenescccecceoces 147 1,933 
___ Stocks, end of week ...... | 191,580 £188,902 


AMERICAN WHOLESALE PRICES 


Sept. 21, Sept. 28, 
‘foas” 1938 


19 

METALS (per Ib.)—cont. Cents Cents 
Tin, N.Y. Strate spot eereesees 43-65 44°25 
Le * 2 (Bot (i dailicentings Ga 5-10 
Spelter, East St. Louis, spot... 4°95 4:95 

MISCELLANEOUS (per Ib.)}— 
Kerem N. ¥» Aces, Ct. severe §=64 98 4:89 

Cfice, 

’ Bio, No? « raenseseune 5M 514 

antos 0.4 eereeveee 
Cotton, N.Y.,Am. mid., spot... 8:25 8°25 







STATISTICS 


OTHER _Foops—{cont. ) 
Week ended 


| Sept. 17, Sept. 24, 
38 | 1938 





COFFEE: 
Movements in Lond. (cwt.): 
Brazilian—Landed ......... 431 171 
» Did - home consn. 99 | 135 


9p RM PVELSD  ccccesceccecees 





67 | 
» Stock end of week 2,522 | 2,558 
Central and ican . | 
I is ccdnitiackinn cece aad i 2 
D/d for home consumption | 2,101 | 2,619 
SN  <ecuunscubissndenes 1,394 1,538 
Stocks, end of week....... 108,122 | 104,165 
Other kinds—Landed...... | 73 358 
~ — —_ homeconsn.| 3,507 3,828 
6 ec SI -entetannnin ,047 811 
“ Stocks end of week. ences | 62,414 
Meat: | 
Supplics at Smithfield (tons) : 
eocccccccccecoccoce eccce 8443 | 9,340 
Beef and veal ..........00000 4,403 | 4,697 
Mutton and lamb ......... 3346 | 2,810 
Pork and bacon ............ 939 | 993 
POA detaresecsccceins 755 | 840 
Sucar: 
Movements, London and 
Liverpool (tons): 
IMPOrts.......0-0008 neaaireniiie 11,468 | 32,644 
Deliveries ....... soeoeee | 15,093 15,849 
Stocks, end of week anion | 213,456 230,251 
“Wes eutmasat kes): ee | 
ales on en A/c. 
| 4 \nwentee ; 49,165 | 48,621 
S. India........ anenenaderenaben 6,524 | 5,032 
CHAE. scssspecatee eves | 21,515 | 23,146 
TW Sensens aibtensine dhvesie huis 1,920 2,42 
SUMAtIA 0... .cceeeeeceeeeees | 498 | 1 
pO eee eee 4,344 1,431 
Total | 83,966 | 80,816 


Pee eeeeeeeseseseee 





* Weeks ended Sept. 15th and Sept. 22nd. 


Miscellaneous 
Commodities 


MOVEMENTS OF RUBBER IN LONDON 
AND LIVERPOOL 


Week end d 





"ts 17, Sept. 24, 


1938 | 1938 
stein — i “ 
ic cwininiinsiinnn tons | 1,620 | 1,561 
Delivered ......cccccccccsccces tons | 1,696 2,197 
Stocks, end of week ....... toms | 99,457 | 98,821 


WORLD SHIPMENTS OF LINSEED 
a 000 tons) 


Week ended —_ Jan. lto 


} 
Sept. 
10. 


| 
' 


| Sept. 
| 17 





Sept. | Sept. 
> 17, 18, } > 
1938 | 1938 | 1937 | 1938 


' 


Argentine to— | 














U.K. and Orders 0°8 375°6 '204:2 
Continent ......... 5-8 | 18:1 422-2 477-6 
U.S.A. and Canada | 8-3 3-9 618-1 249°0 
Australia, Brazil, } 
OU: inistdesrien 0-4; O-1) 19:1! 149 
Calcutta to— 
U.K. and Orders... 4:0; 5:6 | 96-8 | 82:1 
ee, dentanie eee | | 0-2 09 
Bomba } | 
U.K. Smeets 1-2 0-1 | 42°5 116-6 
Continent. ........ : ; - | 10-9} 6:3 
Madras to U.K. a OE) ee, ee 
India to— | | 
Australia, etc....... 1-1 | 18-8 | 11°5 
i dtnibaenaerescesios - a 
Sundries ......... eseete gab 0-4 | 
| - 20:8 | 38-6 1604-6 1163-1 
} | | 





—_ 


Sus. 21, Sept. 28, 
—_ 1938 


nts Cents 
ae peri.) —coniny “7-95 7:97 
Cotton, Am. Mid., Oct. ....... 7°98 
Lard, Chicago, Sept............. 7:75 7°80 
Petroleum, Mid-cont. crude 
33 deg. to 33:90, at well, 
per barr 116 116 
Rubber, N. Y., smkd. sheet s "Be 16536 155g 
do. 163g 155g 
Sugar, N.Y, Cuban 
96 9 spot eereeeseressencees 3-00 3-05 
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(Continued from page 41) 
quantities will be meeded in case of 
war. Merinos also closed firmer than 
at the opening. All sections of the trade 
operated freely, including the Continent. 

The risk of war has had a beneficial 
effect upon consuming centres. While 
no important orders have been placed 
for woollen or worsted cloths, the 
Government is bound to give out 
important khaki orders in the event of 
war. Home trade requirements have 
not greatly increased during the past 
few weeks, and not much headway has 
been made in the placing of new 
business for next spring. Most whole- 
sale and retail clothiers are still distri- 
buting mainly from stock, and until 
surplus goods are in the hands of the 
actual consumer there will not be any 
marked increase in activity at the mills. 
Fashions are still running largely upon 
cheap woollens rather than good 
worsted cloths. 

Since Monday considerable _ sales 
have taken place in Bradford of both 
raw wool and tops, many topmakers now 
having withdrawn their quotations. 


THE COMMODITY 
MARKETS 


Durinc the week ended last Wednesday 
the commodity markets were influenced 
by the risk of war, by the consequent 
depreciation of the pound in terms of 
the dollar and by the increase in the cost 
of insurance for sea transport. The 
tendency of the prices of many com- 
modities essential in war was therefore 
upwards, but the rise was naturally less 
marked in the United States than in 
this country. 

Wheat prices rose sharply with every 
increase in the risk of war, and fell on 
the announcement on Wednesday that 
a Four-Power conference was to be 
held on Thursday. Sugar was also 
marked up, but the rise in the prices of 
cotton and non-ferrous metals was not 
very marked. Lead was actually some- 
what cheaper on Wednesday than a 
week earlier. In the case of rubber 
minimum prices were fixed. 

Moody’s index of the prices of staple 
commodities in the United States rose 
only slightly, the figure for Wednesday 
being 143-6 (December 31, 1931 =100), 
against 143-3 a week earlier. A month 
ago the index stood at 143-6 and a year 
ago at 187-6. 


Metals 


Copper.—During the week copper 
prices improved by {1 3s. 9d. per ton 
and closed on Wednesday at £43 3s. 9d. 
per ton. The improvement was largely 
due to purchases in anticipation of a 
war, and the intrinsic position of the 
copper market had little influence on 
dealings. Until the political situation 
becomes clearer, no forecast on the 
outlook for copper prices is possible. 
In the United States the demand has 
again eased, partly in reaction to 
European news. 

* 


Tin.—After a temporary relapse, 
the price of tin recovered to £195 15s. 
per ton, and closed on Wednesday with 
a net gain of 10s. on the week. The 
turnover of tin has increased this week, 
but the demand by United States 
consumers is still disappointingly small. 
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It is believed that United States tin- 
plate mills will start to prepare their 
production programme for the next 
season within the next few weeks, so that 
an increase in American purchases 
before very long is quite conceivable. 

* 


Lead and Spelter.—The price of 
spelter closed on Wednesday at 
£14 6s. 3d. per ton, and thus showed 
no change on the week. Lead, excep- 
tionally, declined during the past week, 
to close on Wednesday at £15 10s. per 
ton, a net loss of 7s. 6d. per ton. 
The lack of any further news about the 
restriction schemes for these two metals 
has apparently induced speculators, 
who had bought substantial quantities 
of lead and spelter in recent weeks, 
to liquidate part of their holdings. 


Grains 


GralNn prices have fluctuated during 
the last week in sympathy with the 
international situation. Wheat prices 
rose at the end of last week, eased late 
on Monday, resumed their rise on 
Tuesday and Wednesday, but relapsed 
again late on Wednesday when the 
Four Power Conference was announced. 
On Wednesday, the price of Manitoba 
was generally about 2s. 6d. per quarter 
higher than on the previous Wednesday, 
but by Thursday evening this gain had 
been reduced to about 1s. 6d. per quar- 
ter. The impossibility of obtaining 
stable rates for war insurance has also 
added to the difficulties of the markets, 
and led to the appearance of a large 
premium for maize in very near posi- 
tions. Offers of forward maize were 
small during the week, and such as 
there were came from the Argentine. 
Similar developments occurred in the 
barley markets, and, in spite of last 
week’s report that sales of Russian 
barley had ended for the season, Rus- 
sian barley was the only type offered; 
parcels afloat have realised up to 
18s. 6d. per quarter. 


Other Foods 


Provisions.—On Monday, it was 
announced that the London Provision 
Exchange had recommended that prices 
for bacon, hams, butter, cheese, lard, 
margarine and cooking fats should be 
stabilised at their existing level for a 
period of 14 days. This ruling steadied 
the market, and trade has continued on 
a firm basis during the week. Home 
killed meat sold slowly at Smithfield, 
but there has been a fair demand for 
frozen and chilled meat. Contrary to 
the usual seasonal trend, eggs declined 
in price during the week, owing to 
temporarily increased supplies. 

* 


Colonial Produce.—Sugar prices 
were advanced by ljd. per Ib. on 
Monday ; trading in futures has been 
made difficult by rising rates for war 
risks insurance. The cheaper teas sold 
well at the week’s auctions, but demand 
for other types was hesitant. Costa Rica 
and Kenya coffees were marked up in 
price early this week. 

* 


Fruit and Vegetables.—Heavy sup- 
plies of English potatoes were cleared 
slowly, but prices were generally main- 
tained at the Borough. Trade in other 
vegetables and in all fruits has been 
very slow during the week, and prices 
have generally been reduced, 
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Miscellaneous 
Commodities 


Oilseeds and Oils.—Business in 
these markets has been severely cur- 
tailed, and on some days prices were 
only nominal. The difficulties over war 
risks insurance was a factor assisting in 
a general rise in prices, particularly for 
near positions. Compared with a week 
ago, vegetable oils on Wednesday were 
£1 to £2 per ton dearer; the price of 
linseed rose by £5 per ton, with forward 
positions at a discount. Refined cotton 
oil ex Hull rose in price by £2 per ton. 


* 


Rubber.—Rubber prices fell slowly 
at the end of last week as the European 
tension increased, and the decline was 
hastened on Monday and Tuesday ; 
compared with the previous Wednesday, 
the buyers’ price for spot had declined 
by jd. per lb. by Tuesday mid-day. 
The market recovered a little on 
Tuesday afternoon, but the decline in 
prices was resumed on Wednesday 
morning, until the Committee of the 
Rubber Trade Association announced 
a minimum price for spot or forward 
delivery of 74d. per lb. Dealings in 
forward rubber have been rendered very 
difficult by the rise in war risks insu- 
rance, and by the prospect of war. 


* 


Furs.—At the fur sales held in 
London last week, offerings totalled 
approximately 50,000 silver fox skins 
and between 250,000 and 300,000 
Persian lamb skins. Although these 
furs are now the most popular types, 
only half of the silver fox skins were 
sold, and the prices realised showed a 
decline of 10 per cent. on the preceding 
sale, held in May, 1938. All offerings of 
Persian lambs found ready buyers, but 
prices declined by 5 to 10 per cent. 
compared with the last sale in July. 
Nearly all the silver fox was bought 
by London merchants, while the bulk 
of the demand for Persian lambs came 
from Leipzig, Paris and New York, 
London taking only smaller lots. In 
view of these lower prices, the prospects 
for the general London sales, scheduled 
to begin at the end of October, is 
regarded with a certain note of pessi- 
mism, even if peace should be main- 
tained. 


* 


Cotton Prices and War Measures. 
—The directors of the Alexandria 
Cotton Exchange, acting in concert 
with the Egyptian Government repre- 
sentatives, decided on Wednesday to 
institute a minimum price for Egyptian 
cotton futures in Alexandria. This was 
done owing to a fear of a fall in prices 
on account of large hedge selling orders. 
The minimum rates will be fixed from 
day to day. No similar move has been 
made by the Liverpool Cotton Ex- 
change, and so far the question of either 
instituting minimum prices or closing 
the Exchange has not been considered. 
The directors, however, have discussed 
the question of insuring stocks of cotton 
in Liverpool, and a committee has been 
set up to attempt to formulate a scheme 
on a mutual pooling basis. It is under- 
stood that this step has been taken 
because it is impossible to obtain 
cover through the usual channels, It is 
expected that a scheme will be com- 
pleted shortly, 
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COMPANY MEETINGS 





E. W. TARRY AND COMPANY, 
LIMITED 


RESUMPTION OF ORDINARY DIVIDENDS 


The annual general meeting of E. W. Tarry and Company, 
Limited, was held, on the 23rd ultimo, at Southern House, London, 
Sir J. Fortescue Flannery, Bt., D.L. (the chairman) presiding. 


The Chairman, in moving the adoption of the report and accounts, 
said that the improvement in business mentioned at the last two 
meetings had continued during the year under review. All the 
branches showed an increase of business over the previous year. 


The gross profit for the year was £141,732, an improvement of 
£16,635. There had been a very satisfactory rise in turnover. 
The net profit amounted to £44,698, and represented an improve- 
ment of £6,310 on the figures for 1937. They recommended the 
payment of a dividend of 6 per cent. on the ordinary shares. He 
was happy to welcome the ordinary shareholders into the dividend 
stage again, and he trusted that that resumption of ordinary divi- 
dend would become from now on a regular payment in future 
years. Since they had commenced to discharge their obligations 
to the preference shareholders on January 1, 1935, they had seen 
the fortunes of the company steadily improve, and to-day they 
had a substantial general reserve. 


It was difficult to forecast the prospects of the current year. There 
had been a falling-off in British overseas commerce during recent 
months, and that decrease was reflected in the South African trade. 
While Europe was disturbed and trade hampered and curtailed, there 
was bound to be some repercussion felt even in distant South Africa. 
There was, however, the reassuring fact that the Union of South 
Africa owed its prosperity mainly to the gold industry, and there 
did not appear to be any likelihood of a decline in output in the 
immediate future. In all states of trade, Tarry’s organisation would 
be found ready to supply consumers in South Africa with goods that 
were fully up to date, and would continue to carry the assurance 
that whatever goods and machinery Tarry’s sold were the best and 
most improved of their kind. 


The report was unanimously adopted. 


PARNALL AIRCRAFT, LIMITED 
CONTINUED EXPANSION AND DEVELOPMENT 


The third ordinary general meeting of Parnall Aircraft, Limited, 
was held, on the 28th ultimo, in London, Sir Louis Vaughan, 
K.C.B., K.B.E., D.S.O. (the chairman), presiding. 

The Chairman, in moving the adoption of the report and accounts, 
said that the profit for the year amounted to £89,287, compared 
with £26,782 in the previous year, an increase of £62,505. It would 
not be in the public interest to give full details of their contracts. 
He could only say that with regard to turrets they had orders from 
the Air Ministry which would keep them busy for the next two or 
three years at least, in spite of an increasing scale of production. 
They also continued to build air frames, components, etc., for certain 
aircraft manufacturers, and their existing contracts alone would keep 
this section of their organisation busy for some considerable time. 

They were up to schedule with their production programme and, 
in some cases, in advance of that schedule. 

They had established at Yate a school for training R.A.F. 
personnel in the use and maintenance of their turret installations. 
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Pending a settlement of their patents and inventions claim against 
the Air Ministry, they had applied for a further interim payment, 
but ultimately the matter might have to be settled by arbitration. 

Last year he suggested that it might be necessary to increase 
the capital, in order to finance their rapidly expanding production. 
The facilities granted by their bankers and the progress payments 
arranged with the Air Ministry have enabled them to avoid that 
necessity and, although they were faced with a similar situation, 
but of greater magnitude, during the next financial year, they antici- 
pated being able to deal with the estimated programme on the same 
basis as during the past year. 

He felt bound to point out, however, that the delay of His 
Majesty’s Government in settling their claim without the provision 
of any further interim payment was a handicap to the company 
in financing the Air Ministry’s production programme. 

The structure had been built on a sure and solid foundation. 
They claimed to occupy the leading position in the world in aircraft 
armament and were an indispensable unit in the Defence Force of 
this country. 

The report was adopted and a dividend of 74 per cent., less 
tax, approved. 


ALLIED INDUSTRIAL SERVICES, 
LIMITED 


CONTINUED PROSPERITY 


The fourth annual meeting of Allied Industrial Services, Limited, 
was held, on the 29th ultimo, at Netherwood Chambers, Bradford. 

Mr W. H. Rhodes, who presided, said: —Your directors are able 
to report an increase in the company’s business and profits, which 
this year, after providing for depreciation, directors’ fees and other 
charges, amount to £159,901 2s. You will notice that, following the 
changes made last year in the form of the accounts, the balance sheet 
now incorporates comparative figures for last year, thereby enabling 
the accounts of the company to be more easily compared from year 
to year. 

As I have already stated, the profit for the year under review 
amounts to £159,901 2s., and after taking into consideration the 
balance of profit and loss account carried forward from last year, 
namely, £19,292 Ss. 2d., the sum of £179,193 7s. 2d. is available 
for allocation. The report now before you sets out the proposed 
allocations thereof, which will leave a balance of £17,193 7s. 2d. to 
be carried forward. 

It is my custom at our annual meeting to touch briefly on the 
trading prospects of your company for the current year. So far, 
since the commencement of the present financial year, business has 
been satisfactory, and, provided trading conditions generally do not 
deteriorate, we may hope for a continuance of the company’s pros- 
perity. Since I wrote that sentence some days ago international 
affairs, as we all realise, have assumed an exceedingly grave aspect. 
We all hope that the conference at Munich to-day will lead to a just 
and satisfactory solution. 

I should like to voice the appreciation of your board for the loyal 
and painstaking services rendered to the company by our managers, 
staff and workpeople during the past year. 

The report and accounts were unanimously adopted. 

The following resolution was also put to the meeting and duly 
passed :—*“‘ That the preference dividends for the two half-years to 
30th June, 1938, and the interim ordinary dividend, already paid, 
be confirmed, and that a final dividend of 374 per cent. (actual) for 
the year ended 30th June, 1938, making 60 per cent. for the year, 
together with a cash bonus of 10 per cent. (both less tax) be and is 
hereby declared payable on the 30th September, 1938, to the 
ordinary shareholders of the company.” 








errr EE 


Folland Aircraft, Ltd.—Net profit for 
year to June 30, 1938, £16,483, against a net 
loss of £37,327. The directors have written 
down the value of the Sikorsky licences, 
drawings, etc., by £6,999 to the nominal 
figure of £1 and after writing off the balance 
of loss at June 30, 1937, £9,478 goes forward. 


West Witwatersrand Areas, Ltd.— 
It is announced that borehole No. E2B on 
farm Driefontein No. 118, after traversing a 
thickness of 670 ft. of Ventersdorp lava, 
mtersected the Ventersdorp Contact Reef 
at a depth of 3,512 ft., averaging 34.1 dwt. 
Over a true width of 19 in. 


Kirklees, Ltd.—Trading profit for year 
to June 30, 1938, £62,967, against £85,475 
for preceding year. To depreciation £10,000 
as before. dinary dividend reduced from 


6 to 24 per cent. To reserve £8,625, 
against £10,000. Carry forward reduced 
from £10,067 to £3,274. 


Fine Cotton Spinners’ Scheme.— 
Official opposition to the financial recon- 
struction was inaugurated by the formation 
of an opposition committee at a meeting of 
aecibanlon on September 23rd. The 
scheme was dealt with in The Economist of 
September 10, 1938, page 508. 


Whitehall Court, Ltd.—Trading profit 
for year to June 30, 1938, £31,325, against 
£40,783. Ordinary dividend reduced from 
74 to 2} per cent. Carry forward reduced 
from £6,923 to £2,685. 

Serck Radiators, Ltd.—Preliminary 
figures for year ended July 30, 1938, show 
profit £54,683 (against £49,500). The 


directors recommend the payment on the 
increased capital of 3s. per £1 stock, and 
cash bonus of Is. per £1 stock, absorbing 
£29,000, against £25,312. To _ general 
reserve £25,000 (against £20,000 and £4,000 
obsolescence reserve). Carry forward {9,207 
against £8,524 brought in. 


North Broken Hill.—Net profit after 
depreciation, taxation and royalties £475,152. 
Annual report and statement of accounts 
(which has been audited) will be issued later 


Bristol Aeroplane Company.—Sir 
Kingsley Wood has announced a further 
extension of the Rodney Works at Bristol, 
at a cost of £120,000. The extension is to 
manufacture exhaust rings for Bristol 
Engines. 
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The Wheat Subsidy 


The object of the Wheat Act, 1932, was to extend the United Kingdom wheat acreage to the pre-war average of 1,861,000 acres, 
by a system of subsidy calculated to raise the growers’ receipts to 10s. per cwt.; but when the home supply exceeds 27 million cwts., the 
rate of subsidy is proportionately reduced. The funds for the subsidy are obtained by a tax on flour collected from millers and importers. 
Source : Report of the Wheat Commissioners upon the administration of the Wheat Act, 1932, from June 1, 1932, to July 31, 1937. 
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Finance 


GOVERNMENT RETURNS | AGGREGATE ISSUES AND RECEIPTS 


For the week ended September 24, 1938, 
total ordinary revenue was £10,151,000, 
against ordinary expenditure of £11,974,000. 
Thus, excluding sinking fund allocations, 
the deficit accrued since April Ist last 
is £152,399,000, against a deficit of 
£92,268,000 a year ago. 

ORDINARY AND SELF-BALANCING 

_ REVENUE AND EXPENDITURE _ 
Receipts into the Exchequer 

ee 

| April 1,| April 1,| Week | Week 


Revenue 


Esti- | *| ended | ended 
1937, to' 1938, to | 
| S30. 39|Sept.25, Sept.24,| Sept- | Sept. 
‘ se ccenke | ee eT 
—— | 
EVENUE 
Inc. Tax ... $341150 52,347 52,860 1,110} 1,480 
hapuns | 62,000) 6,620, 8,170 = 190 
istate, etc., i } | 
Duties...... | 88,000 45,790 36,140, 1,890) 1,020 
Stamps...... | 24,000, 9,670, 9,490 110) 500 
asses | 20,000; ... | 6,490 ... 460 
Other In. | | | 
Rev. Duties 1,250 140 530 





————$—— 


— 





Customs ... | 227,950) 108,455 108,422 4,637) 5,342 
Excise ...... / 116,150 54,500 54,600 1,500 2,800 
Total Cust. | | | 

and Excise | 344,100 162,955, 163,022) 6,137) 8,142 
Motor | 

Duties...... 36,000! 8,609) 8,504 ... 
P.O. (Net | 

Receipt) ... 8,670, 6,300, 4,609 Dr1950 Dr2150 
P.O. Fund SAO cen | cee wee fees 
Crown Lds.| 1,330 640, 630' 50 10 
Rec. from | | 

Sun.Loans| 5,250 3,405) 3,925) ... - 
Misc. Rec. 10,500/ 3,840 3,402) 55, 499 
Total Ordin- | 

ary Revenue 944,650 300,316 297,853) 7,442 10,151 
Sevr - BAL. 

REVENUE 
Post Office 

and Broad- 


casting* ... 


ee OCS 
, 





Total ... 1025092, 334,216 333,563 10,642 13,551 
Issues out of the Exchequer 
to meet payments 
(£ thousands) 

Expenditure | —;. | April 1, April 1,, Week | Week 

mate. | 1937, to! 1938, to| ended | ended 

1938-39) Sep. 25, Sep. 24, Sep.25, Sep.24, 

; a {1937 | 1938 | 1937 | 1938 
ORDINARY 
EXPEND. 
Int. & Man, 

of Nat. Dt. | 230,000) 106,632) 106,785 274 105 
Payments to 

N. Ireland 8,900; 3,416) 3,692 346, 394 
Other Cons. 

Fund Serv. 5,239 1,575 1,330) 53) 54 

Total... 244,139) 111,624' 111,808, 673, 553 


Supply Serv. '¢702409 281,299) 338,247) 10,083. 11,421 


Total Ordy. | | | 
Expend. ... {§946548) 392,923) 459,054) 10,756 11,974 











SELF - BAL. 
EXPEND. 
P.O. and 
Broadcast- 
ing Votes 80,442! 33,900) 35,710 3,200 3,400 
__ Total...... |1026990 426,823 485,764 13,956) 15,374 

* Kevenue required to meet expenditure. 

t Excluding Post Office and Broadcasting and 
£112,900,000 under Defence Loans Act. 

¢ After concessions of £100,000 made during 
passage of Finance Act. 

§ After adding Navy and Air Supplementary Esti- 
mates, Consol. Fund increase under Eire Act and 
reduction by revised Civil Estimate (net increase, 
£2,150,000). 


After reducing Exchequer balances by 
£400,702 to £2,562,274, the other opera- 
tions for the week (as shown below, but 
excluding £240,000 issued to sinking funds), 
raised the s National Debt by £1,662,000 
to about £8,296 millions. 


WEEK’S CHANGES IN DEBT 


(£ thousands) 
Net INCREASES IN DEBT Net REPAYMENTS, ETC. 
‘Treasury Bills ... 49 | N. Atl. Shipping ...... 35 
Public Dept. Adv. 1,560 | P.O. & Tel. (Mon.) 
Nat. Sav. Certs. 450 Acts 
3% Nat. Def. Loan 
1954-58 2.0.0... 38 








$$ $$——$—$—$—$———— seen 


The aggregate issues and receipts from 
April 1, 1938, to September 17, 1938, are 
shown below :— 

(£ thousands) 


Ordinary Exp. 450,054 | Ordinary Rev. ... 297,853 
Increase in bals. 198 | Eire receipts* ... 7 
Gross. borr. 150,411 


$$ 
Sinkg.Fds. 5,012 
Net borrowing ... 145,399 
450,252 450,252 


* Receipts under Sec. 2 (3) of Eire (Confirmation 
of Agreement) Act, 1938, 








FLOATING DEBT 
(£ millions) 














Ways and 
Treasury | 
Advances = Total | FI 

| Float-| *,08t- 

Date l "3 ing 
Ten- | 4, | Public| of Debt Assets 

der P | Depts.) Eng- 
1937 | | 

Sept. 25 (573-0 | 295-9) 36:2 | l soe | Sums 
= 889 -7* 39-4 | 55-7 — 9) “a 
June 18 | 585-0 ao 40-1 . | 928-5 | 343-5 
2 2 | 583-0 \(305*:7| 44-7 «. | 933-4) 350-4 

» 30)  851-0* | 42-4 | 41-5 (934-9! ...* 
July 9 573-0 298-3) 43-1 « |914°5, 341-4 
» 16 , 568-0; 302-3 | 40-7 . (911-1) 343-0 
» 23 | 568-0) 304-1/ 37:2 | ... |909°4) 341°3 
» 30 | 565-0 | 309-1) 46°6 | .,. |920-7| 355-7 
Aug. 6 | 560-0; 320-1! 44-2 eco 924-3 364:°3 
» 13 | 555-0 | 303-4! 44-1 in | 902-5 347-5 
» 20 | 555-0) 296-2 41-9 wee =| 893-1 338-1 
» 27 |555°C'294-0| 45°7| 4... [894-7 339-7 
Sept. 3 | 550-0 | 316-9 44:1| ... |911-0! 361-0 
» 10 (545-0) 324-2 46-0 ee |915-1) 370-2 
» 17 | 537-0 334°5 48-2 ee. (919-7) 382-7 
__» 24 |526°0 | 345-5) 49-8 | \.921°3 395-3 


* Owing to inequalities between Treasury bill pay- 
ments and maturities at the end of the quarter, it is 
impossible to separate tender and tap issues or to cal- 

ate floating assets. 


TREASURY BILLS 











» 16. 18 10-75 66 
0 119 7:07 62 


a 


Bills are paid for during following week, on any 
working day at . s option. When normal 
length is 92 days, bills — for Saturday are 91-day 
bills and there are no Monday maturities. When 
normal length is 90 days, bills paid for on Monday are 
89-day bills. Bills paid for in February are 89-day 
bills, cncept those paid for each Tuesday, which are 

bills. 


&8-day bills es, 

On Secsember 23rd, applications at £99 15s. 1d. per 
cent. for bills to be paid for on any day 
of the following week were accepted as to 
about 62 per cent. of the amount applied for. 
Applications at higher prices were accepted in full. 
{40°0 millions of Treasury bills are being offered 
on September 30th. 


NATIONAL SAVINGS 


(£ millions) 
Amount | | Per 
| Ave Allotted 
Date of | ‘ol 
ender | Applied! ‘ mini- 
Offered “FP? jAllotted) | ae 
| | Rate 
1937 | is dj 
Sept. 24 | 50:0 | 79:0 | 50:0 9 10-83 53 
Dec. 31 | 50:0 | 80°5 | 50°0 1011:59 47 
1938 | 
June 17/| 50-0 | 80-5 | 48-0 11 5°68 69 
4) 624) 45-0 | 66-7 | 45-0 10 9-18) 57 
July 1/| 45-0 | 84:8 | 45-0 10 5-33) 40 
» 8| 45-0 | 85-2 | 45-0 10 5-43, 40 
» 15) 45-0 | 90-7 | 45°0 10 5-21 37 
” §622)| 45-0 | 88-3 | 42-0 10 5-03) 32 
» 29 40-0 | 82-4} 40-0 10 1:90 58 
Aug. 5/| 35:0 | 78-6 | 35°0 10 1:80 40 
» 12) 30°0 | 76:8 | 30:0 10 1:50 30 
» 19} 35-0 | 82-2 35-0 10 1:51 32 
» 26, 40:0 | 87-6 | 40-0 10 1-53 36 
Sept. 2| 45:0 | 74:6 | 45-0 10 5°87 37 
3» «69 | 45-0 | 63-1 | 42-0 11 11-02 60 
40-0 | 55-8 | 37:0 
| 40-0 | 58:2 | 40 


\o-- 





CERTIFICATES 
Sales in | Number | — 
3 ks to:— gk 
oa 1937t ... | 22,462,593 | 16,846,945 
Sept. 10, 1938 22,746,831 | 17,060,123 
to °— 
Sept. 11, 1937 506,714 380,035 
ion. 3, 1938 ...... 562,718 422,039 
Sept. 10,1938... | 571,746 428,804 


* Net Exchequer receipts, week ended Sept. 3, 
1938, Dr. £100,000, week ended Sept. 10, 1938, 
£450,000. + After adjustments to June 19. 
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BANK OF ENGLAND 
RETURNS 


SEPTEMBER 28, 1938 
ISSUE DEPARTMENT 


£ 
Notes Issued : Govt. Debt ... 11,015,100 
In circultn. 500,921,407 | Other Govt. 
In Bnkg. De- Securities...188,436,779 


partment.. 25,492,866 | Other Secs.... 538,051 
Silver Coin... 10,070 

Amt. of Fi 
ee ee 200,000,000 


in & 
Bullion ......326,414,2 73 


526,414,273 | 526,414,273 


BANKING DEPARTMENT 


£ | £ 
eeage. Capital 14,553,000,} Govt. Secs....112,751,164 
est aE enERnNE 


Fh ae ndainne ,696,443 | Other Secs. : 

Public Deps.* 11,447,321 Discs. etc. ... 7,305,595 
Other Deps. : ——_— Securities ... 22,828,184 
Bankers...... 99,922,782 See 
SO esexes 40,210,376 30,133,779 
———_ || Notes ......... 25,492,866 

140,133,158 | Gold & Silver 
: | eee 1,452,113 
169,829,922 169,829,922 


_* Including Exchequer, Savings Banks, Commis- 
sioners of National Debt, and Dividend Accounts. 


THE WEEK’S CHANGES 
(£ thousands) 


| Compared with 

















| Amt. 
Both Departments Sept.28, 
1938 | Last Last 
Week Year 
COMBINED LIABILITIES | } 
Note circulation ......... 500,921 + 21,697 + 12,451 
Deposits : Public ...... 11,447 6,984 — 10,358 
Bankers’....... 99,923 938 + 4,801 
CT Rsceccccce 40,210 + 787 +- 3,032 
Tota! outside liabilities 652,502 + 14,562 + 9,925 
Capital and rest ......... 18,249 4 7i- 39 
COMBINED ASSETS ene aa “i 
Govt. debt and securities 312,203 + 15,245 + 6,679 
Discounts and advances 7,306'+ 1,215'+ 1,315 
Other securities ......... 23,366 1,837 + 2,293 
Silver coin in issue dept. 10 + 2} + 0 
Gold coin and bullion.... 327,866 — 57 - 202 
RESERVES ee — 
Res. of notes & coin in | | 
banking department... | 26,945 — 21,754 — 12,653 
Proportion of reserve to | | 
outside liabilities— | 
(a) Bankg. dept. only | | 
(“proportion ”’) | 17:7%,)—12-9%|— 8-0% 
(6) Gold stocks to de- | 
posits and notes | | 
(“ reserve ratio ’’) 50-2%'— 0°2%'— 09% 
COMPARATIVE ANALYSIS 
(£ millions) 
1937 1938 
i 2  s i oe ; 
Sept. | Sept. | Sept. | Sept. | Sept. 
29 | 7 14 |; 21 | 28* 
' j 
—— — | 
Issue Dept. : | 
Notes in circ. 488-5 480-1, 478-6 479-2 500:°9 
Notes in bank- | ” 
ing dept....... | 37:9) 46:3 47:8 47:2) 25-5 
Govt. debt and | 
securities ... | 199:7 199-7 199-4 199-3 199-4 
Other secs. ... 0:3 0:2 0-5 0-6 0-5 
Gold ...ccceeees 326°4) 326°4, 326-4) 326:4 326-4 
Deposits: 
Public ....cccee |} 21°8; 32:2; 21:5) 18-4 11-5 
Bankers’......++ | 95-1, 91-3, 99:6 100-9 99-9 
Others .......++ | 37-2) 34:8 36:4 39-4 40-2 
Total ....cccceee | 154-1 158:°3 157-5 158-7 151-6 
Bkg. Dept. Secs.: | 
Government.. | 105-8 101:3 98:5} 97-6 112-8 
Discounts, etc. 6:2 5-4 5:9 6:1 7:3 
Other ......-+0+ 20-8 22:1) 22-1| 24-6 22:8 
Total .c.ccceeeee 132:8 128:°8 126:°5 128-3 142:°9 
| i 
Banking dept. 
FESCTVC,..-0000+ 39-6, 47:7 49°3 48-7 12:7 
% j % j % % | ‘ b 
“ Proportion” 25:7} 30-1; 31-2; 30-6 17:7 
Reserve ratioft 51-1, 51-4 51°5) 51-4 50-2 


| 
| } 


4 Gold stocks in both departments to deposits 
and notes in circulation, * At this date, Government 
debt was {11,015,100 ; silver coin in Issue Department, 
£10,070 ; capital, £14,553,000 ; rest, £3,690,44>. 
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OVERSEAS BANK 
RETURNS 


NOTE.—A return of the Bank of Spain appeared 
in The Economist of May 28th last. The latest 
return of the Banque Mellie Iran appeared in 
The Economist of August 20th; of the Banks of 
International Settlements, Denmark, of Septem- 
ber 10th; Bulgeria, Estonia, Finland, Greece, 0 

September 17th; Australia, Canada, Danzig, 
Hungary, India, Japan, New Zealand, Portugal and 
Federal Reserve Reporting Members, of Sept. 24th. 


U.S. FEDERAL RESERVE BANKS 


Million $’s es 
12 U.S.F.R. Banks | Sept. ; Sept. | | See Sept. 
RESOURCES | 30, l, 22, 29, 


Gold certifs. on hand | 1937 1938 | 1938 1938 
and due from Treas. | 9,127 10,632 10, 720: 10,863 


Total reserves ........- 9,454, 11,026 11,112 11, 255 
Total cash reserves ... 316, 386 383) ‘383 
Total bills discounted 24 7 8. 
Bills bt. in open mkt. 3 1 1 5 
Total bills on hand ... 27 8 9 10 | 

| 


526 2,564 2,564 2,564 


tal U.S. Govt. secs. | 2 
Lr a a 2,573 2,588, 2,588) 2,589 
2 


Industrial advances ... | 21 16 16 16 
Total bills and secs. ... 


Total resources ........+ | 12.775, 14,261) 14, - 14,524 
LIABILITIES } 
F.R. notes in actual | | 


circulation ..........++ | 4, - 4,169; 4,201 4,219 
Aggregate of excess mr. | i 
bank res. over reqts. 1,060) 2, 940) 2,740, 2,890 
Deposits — Member- | 
bank reserve account | 7,033 8, 179, 8,014 8,197 
1 


Govt. deposits ......... 720, 917, 864 
Total deposits ......... | 7,542 9,212) 9,272, 9,399 
Cap. paid in and surplus’ 306, 309 309 "309 
Total liabilities ......... | 12,775) 14,261) 14,429, 14,524 


Ratio of total res. to | 
deposit and F.R. note | | a 
liabs. combined ...... 180 -2%|82-4°% \82-5 ,/82-6% 

U.S.F.R. BANKS AND | | 


Treasury COMBINED 
RESOURCES . 

Monetary gold stock... | 12,734 13,135) 13,588 13,714 

Treasury ani Nat. Bk. | | 

ee Ee 2,596, 2,730; 2,735) 2,738 

LIABILITIES | 

Money in circulation... | 6,520: 6,503) 6,552| 6,574 

Treasury cash and de- 

_ posits with F.R. Bks. | "3,715 3,200 3,750 3, 680 
~NEW YORK FEDERAL RESERVE 
BANK.—Million $s 
~~ | Sept. | Sept. | Sept. | Sept. 

30,| 1, | 2% | 2% 








| 


| 1937 1938 | 1938 1938 
Total gold reserves ... |3694:3 4658-4 4497-5 4653-0 
Total bills discounted | 14-7 2-1 3-2 42 
Bills bt. in open mkt. | 1-1 0-2 0:2 0-2 
Total U.S. Govt. secs. | 725-0 780-1. 780 1) 780°1 
Total bills and securts. | 746-1) 786-2) 787-2, 788-2 
Deposits — Member- | | | 
bank reserve account |3223-3 3936: 2:3923 24058 -8 
Total res. to dep. and | 
Fed. Res. note lia- | | 
bilities combined ... '84-9°,'87-0°,,|86°5°%% 86- 9% 


“BANK OF FRANCE.—Million francs 
os : | Sept. Aug. | Sept. ; Sept. 


3, 25, iS | 22 

ASSETS 1937 | 1938 | 1938 | 1938 

IE ssnlaireil tench 55,805 55, 808 55,808 55,808 

Advances on gold coin | 1,099 

Bills: Commercial ... | 10,305 8, 786 12, 360 13, 926 
Bought abroad | aan 

Advances on securities | 3,806 3, se 3, ae 3, oa 

Thirty-dey advances...| 543 331) 1,061) 583 

Loans to State without | 


interest: (a) general 3,200, 3, 200 3, 200 3,200 

(5) provisional ...... | 25, 999, 40,134 40134¢; 44,634 
Negotiable bonds, | | 

Sinking Fund Dept. | 5,637 5, 570 5,570, 5,570 


Other assets ............ 4,117 4,188 4,619) 4,129 
LIaBiLITIEs | 

Notes in circulation ... 88,645, 99,065 108186 109568 

Deposits: Public ...... 2,335 2,891 2,838 2,951 

rivate ... | 17,069, 17,602 16,617, 17,143 

Other liabilities ......... 3, 255, 2,731 2,713, 2,738 
Gold reserve to sight | 

| erat i51- 6% 46- 7% 43-7°%,'43-0% 


~ + Of which fcs. 18,050 millions under Scasaniens 
whose permissible limit is fcs. 30,000 millions. 


NATIONAL BANK OF BELGIUM 











a ____ Million belgas 
Sept. | Sept. | Seat | “Sept. 
22, 
Assets 1938 | ashe | 13s | ibse 
COE. ciicsstsditeceenen — | —— 3,101, 3,095) 3,103 
Silver and other coin... 46) 7 50 
Foreign exchange, etc. on 957, 
Bills and securities...... 590 538 
NOD his duciniennspens 56 47, 
LIABILITIES 
Notes in circulation ... 4,297) 4,320) 4, 
Deposits : od seeuiin 31 11) 
Other ...... 289 323) 
~ REICHSBANK _ 
Million Reichsmarks 
| Aus. | “Sept. 
Smt | Ase | Seat | Sage 
Assets 1937 | 1938 | 1938 | 1938 
OE cinenitnenainieming 70-0, 70-8 70:8 70-8 
oe nich Capen. abroad; 20:1) 10-6 10-6 10-6 


5-9, 5:5) 5-7 





Res. in fi currencs. 5-9 
ae 

__ , pneeeetia “i! 

iisieelaeieanin 29-3) 2% 41-9) 23-7 

397-7) 847-5) 847-7) 847-8 

icnimennees 762-8)1140-41104-41051-0 


TORII sncccntinaancemacale 493-0) 514-4) 51 
Notes in circulation ... |4667-9/6143- 316666 -ol67 ane 
Other daily maturing 
BB casscccocs 651-7| 977-3) 902: 2) 
D wpcsceses aa 304-8) 318- 
162% 11-25% 1-14 42 





746-4 
949-5 
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CENTRAL BANK OF ARGENTINA 
Million paper pesos _ ae 
July | hae Aug. 


15, | “15, 

wee. ey a 
~~ hang oe 299 106 100, 99 
Sel " uo) ig} 119 
Treasury bonds .......+. 398, 397 397 397 
Ne rac” | MM MES MI 
ees ey 
in Treasury bonds... 364 -_ 308, 306 


Gold and for. exch. to | ; 
note and sight liabs. '90-2°, 87:3°% 86° 4% 86:4% 
~+¢ On and from June 30, 1938, the items * gold at 

home, Extension of Exchange F Fund i gold 

abroad and foreign exchange ” are amalgamated under 


one figure. 
SOUTH AFRICAN RESERVE BANK 


Million £’s 
a Sept. | Aug. | “) Sept. | o- 
16, | 2 
ASSETS | i io37 li ine | 1938 | 1938 


Gold coin and bullion | 22: 94) 24:55 26°10) 26°72 
Bills dinsvuneed : | | 


Home. ccccccscooce 0-02 0:03 0-03) 0-03 
Foreign. ednewanones cece 6°39 7-28 7:37 7:19 
Investments .....+. eeese 1-73; 1°72) 1-72) 1-73 
Other assets .....+.000+ . | 10°55; 11°55, 12°76, 12°68 
LIABILITIES 


Notes in circulation . 15:24 16°46) . 16 15-90 
Deposits : Government 2:50 2-06 2:46 2:35 


Bankers’ ... | 18- 37, 23-93) 24-00, 24-12 
Cash reserves to liabili- | | 
__ties to public ......... -.- |58°7% 54-9 9%’ '58- 2% 58: “8% 


NATIONAL BANK OF 
CZECHOSLOVAKIA. —Million Cz. kr 
“| Sept. | Aug. | Sept. T Sept. 


23, 23, 15, 23, 
ASSETS 1937 | 1938 | 1938 | 1938 
CE ccmmpactintionensnnncs 2,572) 2,653) 2,653 2,653 
Balance abroad and 
foreign currencies ... 381 212, 142 124 
Discounts and advances 2,161; 3,500| 6,004 5,709 
State notes debt......... 2,014) 2,005, 2,004 ... 
LIABILITIES | 
Bank notes in circulatn. ns 7, Pt 9,608 7,301 
er 605. 1, 027 
NATIONAL BANK on naar 
oe 24 


wwe June | July | Aug. 
Banking Department : oS 30, 31, | 31, 


LIABILITIES 1937 | 1938 1938 | 1938 
AE oo. cis atmaeni 2:92) 2-92) 2-92) 2-92 
a ee 2:92, 2:92, 2:92' 2-92 


Government deposits 7°87, 6-90 5:97 5-09 














Other deposits 16°51) 15-86 15°71 
Other accounts | 462 460 4°80 
ASSETS | 
Cash : Notes .........++ . 1-42) 1-31; 1°28 

Gold, silver, etc. 69 0-81) 0-81, 0:83 
Money at call, etc ° 0:24 0-22 0-12 
Investments ..... 22-87 21-47, 21°05 
Advances ........ 4°10, 4°20; 5-00 
i Ts ssdnadlieneertis el 1-24, 1-40 0-69 
Other accounts 3°19 2:87, 2°48 
Note Issue Department : 

LIABILITIES 
Notes issued ............ 20°60 20°60) 19-80) 19-30 
ASSETS 
| RRR Te 6°24 6°24 6°24 6°24 


Brit. Treas. bills&bonds 5-14 5:14 4:34 3-84 
British War Loan at par 7:72; 7:72) 7-72; 7-72 
Egyptian Govt. secs. at 








__market price ......... } 1-50} 1-50; 1:50 1:50 
__BANK OF JAVA.—Million florins 
a a \Sept. 
24, 
ASSETS 1937 | 2 1938 1938 1938 
Gold and silver ......... 132-26)138 - 10)137-50/138-21 
Discounts, advances = 
other investments . 83-06] 73-31) 75-20) 75-06 
—— _ Senor a. . S. 24 2:75) 2:05 
SERIO  accccescoccs 95) 60-47 
- LIABILITIES ak 
otes in circulation ... |195-18}187-23)192-05/188-43 
Deposits and bills ...... 82:56] 68-40) 70-67| 74-59 


NATIONAL BANK OF JUGOSLAVIA 
Million dinar 


Sept. ; Aug. | Sept. | S 





22, | 15, 
ASSETS 1937 | 1938 | 1938 | 1938 
Gold at hom ¢ and 
ae l 1,843) 1,846 
Other foreign exchange | "7 3661 4201 ass 


423 
Discounts and advances | 1,576, 1,577) 1,653] 1,695 
Government advances 2,252) 2,242) 2,242| 2'243 


Notes in circulation ... | 5,738) 6,059) 6,327 
Sight liabilities ......... 2,420) 2,410) 2,295 






















October |, 1938 


BANK OF ano sana —Million— litas 


ASSETS 


Silver and other coins 
Foreign currency ...... 
Discounts : ome 


Foreign 


Advances .......ccceeees 
LIABILITIES 





76°67) 79°17) 77°71 


‘ 1:55, 3-54 
83: ‘53 79°11 80: 21; 84:69 


pt. 
<P 
1938 
74:92 
13-06 


0:10 
21:35 


Bank notes in circulatn. _ = 121 + 36/123: ‘75 127-41 


Current accounts ...... 
Deposits ........-+++++++++ 


NETHERLANDS BANK 
Million florins — 


NID 1 cn ucanbeibeanseiee 
Home bills, etc. ......... 
Foreign bills ............ 
Loans and advances 

in current account... 

LIABILITIES 

Notes in circulation ... 
— ‘$ Govt. ... 


6) Other... 


BANK OF NORWAY 
Million kroner 


—_—_—-- -- - eee 


ASSETS 

om el bullion (gold 
Bal. al ee & for. bills 
Funds provisionally in 

gold, not in gold res. 
Norwegian and foreign 

Govt, securities ..... . 
Discounts and loans ... 

LIABILITIES 

Notes in circulation . 
Deposits at sight ...... | 


BANK OF POLAND 
Million zloty 


BRE concssserscooansesese 


For. exch. and balances 


Bills discounted ......... 


Loans against securities 
Treas. bills discounted 


eee 

LIABILITIES 
Notes in circulation ... 
Sight liabilities : 


23-571 9-941 11- 52 


1265 -9| 1480-5) 1481- 


| 588 °5!_723°5! 647° 














34-0 10-9) 
541. 8 674. 3 710-7) 715-9 
34-7) 411 


7:5 34: 7 5-8 
135-8 sd 127-7, 127:8 
983-7 1081-4 1137-3/1149-0 


55°71 


8:52 


= 
1938 


1481-0 


15°4 
12:0 
41 


295-9) 2881) 289:'8 


833-5) 939-2/1005-3)1053-1 
, 165-2) 159-3 


, 608" 


| Sept. 


22, 
1938 


*O| 134-0 134-0 
; 180-2 


87:7 


87: ‘9 118: 1) 124: 9) 121:8 
1066! 106-0 


443°5 


| 139. 2-8) 159. 3) 149-2 


TS 


1938 


‘4 447-7) 447-1) 441-5 


14:7 


58:2 


18:9 


286-0 240-8. 28-2) 242:0 


NATIONAL BANK OF ROUMANIA 


Million lei 


Gold and ge chang 
an 16,128) 16,911 
Clearing and other for. 


Agric. & urban advnes. | 2,050 


Treas bills issued 


agnst.losses on credits 
ome debt and adv. to 


PCASULY.... 00000000008 
Secs, and participatns. 
LIABILITIES 
Notes in circulation ... 

Other sight liabilities... 
Long-term liabilities... 










Fee e eee neeseeeeen 


N.B.— 


included in returns 
538,583,653 agen 


BANK OF SWEDEN.—AMillion kronor 





26,791 |29,659 | 30,392 
12,854 |12,690 |12,242 
2,601 | | 3,257 | 3,878 | 3,918 


SWISS NATIONAL BANK 
nee a francs — 








z. | Aug. 
27, 
1938 


17,001 


» | Spe 


1938 


2850 «9/2852 °4 


16:3) 22:7 
19-9} 21-6) 23:9 
94:7, 94:5) 94:5 


380 - 1/1554-5|1655 7/1699 6 


1510-8}1762-9|1627 -9|1596 3 


assets 


Equalisation Fund and 
December 31, 1936, onwards at 
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iow oOo ener eee 






























October |. 1938 











BANK CLEARINGS 














} 


LONDON 
(£ thousands) 
| | eietuieee, | Sehenhe | Aeeeten 
Month of August ———— | i — 1 . i 
Change Sept.28, S 28, S t. 29, . 28, 
1937 | 1938 | # rl 1937 | 138 | ‘Ye32 | S8 
Number of 
wkg. days: 25 26 % 6 6 227 228 
WOW cacastessce . |2,706,649'2,734,864|~ 2-8! 632,532 644,648 27,675,925 25,094,288 
Metropolitan ... 161 ,802| 157,725|— 6:3| 35,647, 32,871, 1,611,738) 1,540,003 
Country ......... 295,490) 285, 833) — 7: 0} 63,605. 58, 924) 2,824,011, 2,727,189 
Wee sistscins jaraoer 3, ae 3: 4 731,784 736,443 32,111, 674 '29,361,480 


} 


——$ = ee 


t Based on average enti on 




















PROVINCIAL 
& thousands) 
Week ended Aggregate 
Month of August Saturday ies l to 
Change Sept 25, lease. 24, Sept. 25, ' Sept. 24, 
1937 | 1938 oe [Om | 1937 |" 1938 | 1937 | 1938 
_— eae aie. ridin iting Dia lia 
No. of working 
days :— 25 26 % 6 | 6 225 226 
See AM 9,116 8,165 |—13°9 | 1,924 | 1,549 | 99,709 | 88,532 
BRADFORD 4,121 3,040 |—29-1 924 | 666 | 39,721 | 29,679 
BRISTOL ...... 5,017 | 5,222 |+ @-1 1,134 | 1,083 | 48,730 3,821 
imeadebiens 3,638 3,406 —10-0 759 683 | 34,672 31,831 
eee 3,341 | 3,262 os 6-1 683 749 | 38,288 | 36,161 
LEICESTER ... 2,732 2,467 |—13-1 | 633 543 | 28,864 | 26,441 
LIVERPOOL . 26,153 | 20,091 |~26-1 | 5,403 5,320 | 264,987 | 197,939 
MANCHESTER | 43,974 | 36,166 —20°9 8,526 7,129 | | 418, 878 | 348,550 
NEWCASTLE 6,483 5,822 |—13:7 | 388 "327 | 19,659 | 18,710 
ao | 1,916 1,788 \—-10°2 | 1,332 1,309 | 56,354 57,078 
SHEFFIELD . | 4,442 3,902 |—15°6 | 651 825 41,684 | 40,914 
Total: 11 Towns | 110,933 93,331 |—19-1 | 22,357 20,183 1,091, 546 923,656 
DUBLIN ......... are [ow - {8 5,038 | 5,420 | 220,008] 299.5008 
t Based on average ) washing day. ¢ 39 calender weeks, 


MONEY RATES 
LONDON 





\sepu.22 22, om. 23,) \Sept.24, Lane 26, Sept.27, Sept. 28, Sept.29, 
i -. 938 1938 | 1938 | 1938 | 1938 938 








Bank rate (changed| % % % % % % % 
from 212% June 30, | 
WEED ccaseusnnaietvacce 2 2 2 2 2 2 2 





Market rates of | 
60 days’ bnkrs.’ drafts 7g—15;6 | 15jg—1 |11g—13)@) 114-11 13g-11p 11lo-15g} 134 





3 months’ do. ...... 7g-15i¢ | 1-Lig 13i6- lig 114-112 ae Ty 13g4-Li3jg 134 

4 months’ do. ...... | 1l-lig 11g | 15g—11} 15g~-13,4 5-31 214 

6 months’ do. . Lg-1s | (185-11 | He~ 184) 15g—154 2! a 980 210% 215-23, 
Discount Treasury Bills 

ON Soviwicsnsce | Ig | Wig ig | I-lig 13jg-114 13g | Sg 

OI ints ocak 78 1 1 Llg-llg Lig-13g ig | 11djg 
Loans—Day-to-day .. lom] 1p-1 low Wel | lel | 19-1 lg=] 

SE a ictctnikidnaains lo—] lpo-1 lo-1 1p>-1 lo-l | lo-l lo] 
Deposit allwncs.: Bk. lp lo 1g lg 1p lp lg 
Discount houses at call lp 1g lg lg lg lg lg 
At notice ...........0665 34 34 34 Bq 34 34 54 








Comparison with previous weeks 

















Bank Bilis Trade Bills 
Short | rt | __. Pea ail 
} 
"| 3 Months | 4 Months 6 Months | ols 3 Months | 4 4 Months | 6 Months 
- a a O sa ———>~——— 
1938 x % °° o o % % 
Cte) i te! © 2-212 | 2lg-2lp | 21g-3 
» 8 Ig-1 | 175, %6 96-58 2-212 214-21 219-3 
» JS lem] | 18:g-7g | 15,6—1 1 2-212 | 2lg-2lo | 219-3 
”» Ip—1 7g—15}6 l-lig lig-1llg 2-212 214-212 | 2lo-3 
» 29 lj=1 134 214 212-254 3-3lo 3-3ig 31p—334 
NEW YORK 
at, drying Trust Company cables the following money and exchange rates in 
Sept. 29, Aug. 31, S a> Stns, is Sept. 21, Sept. 
1937 "1938 7 038. 1938 1936 . Be 
aon er. ee 
eoll.) ..... nenceadlass pisadane - Us 14 14 . 1s yy 14 
Bank acceptances :— pilegaleuiiiiiaaianncilellitin ates—————— 
Members—el ’ 


igible, 90 dys. 12 lp dg 4g h i} 
. Non , 90 di 1 1 1 1 1 
c ~mem-—efible, 3 ? 2 2 r 2 


THE ECONOMIST 


EXCHANGE RATES 
LONDON—SPOT 
(a) Active Exchanges 
_ (Range _ the day’s business) 





Par of 
London on Exch, eo ae sep 30 | beats call Sept. Aw 
per 


_——. 





New York, $... | $4-8623 4: Tig AT 4 | 4 75-78 [0-72 


1 9 7512 
Montreal, $...| 4+8623 4 02g 480% 4-79 | 4-77-80 
; 8254 112) 
Paris, Fr... | 124-21 1787688 1787;6-£4 ee ow 
Brussels, Bel... | 35-00a 28-40-56 28-26-34 28-05-22 27: 90- 
i Q11g-1 9084-9112) 901554 8934-905 
Milan, L. ... | 92-46 | $ateoe Oisai®| goveat (oOcia 
Zurich, Fr. ... | 25-2212 21:22!o- 2118-30 2121-29 ai: _ 


Athens, Dr....| 375 | 540-555 540-555 540-555 540-555 | 
Amst’d’m, Fl. | 12:107 8: aa = 8:91lp— 8-91lo- 8-90- 


8-10) 


93) 921, 9219) 


9214 
Berlin, Mk. ... | 20-43 pa -se- 11:95— 11-:90—- 11-85- 
Registered 12-06 12-03) 12-05; 12-05 
Marks (c) 61-66 61-66 63-68 64-69 
Br. India Rup. | ¢18d. (177g-15;g  177g—15;6, |177g=15;6 ‘177-1546 | 


Hong K ong, § \147g-151g 147¢-151g 14¥e-15l¢ 1479-151g 

Ss hai. § | 814-914/ 81g-9lql | B14-91gl | Bla soul 

Rio, Mil. ...... $5: 899d. | ae 215;6% 9m | 23150%m *m 
8:-96- 18:-90- 18: - 18 -75- 


B. Aires, $ ... | 11-45 oe 04g 19-00¢' 7g 90, 
| 16:12h 16°12h | 16-12h | 16-12 


Valparaiso, $.. | Don 120e(/) | 119e(d) 118e(/) | 
Montevideo, $ $514. em o- : _, to '191 we 191 — 
2 lg —~ 
Lima, Sol. ... | 17°38 2284- 2234- '2284- | 22-231 
233 23341-23341 


samen, Pes, 9°76 | Ung’ td Ung’t’d Ung’t’'d Ung’t'd 
Manila, Pes... ao eee 2410-25 2410-25 | 2410-25 2410-25 
Moscow, Rbis. | 25 -465g— 25-3634— 25-241e- 25-1214— 
48 373 251g 1319) 
Usance: T. = , Rio de Janeiro, Lima, Valparaiso (90 days). 
er unit of local currency. + Par 8-235lz0 since dollar devaluati 





| 


Sept am Sept. 29, 
1938 


\4- 60- |4-72- 
} 72) ol 76! 2 
i 69-83 |4-81-84 


| 
17814 |1 7814-7 


87-89 (8934-90!2 
| 88-75i 90 - 00s 
20-40- |20-90- 
21-10) 21-15 
| $40-555 | 540-555 
8-50-80 |8-73-86 


[1 72952— 172%32— 


47p-150 14) g-15ig 


8lg-91lgl | 81 4-Ola/ 
3*m | 3m 
ig: 75- 18-78 
85g 92g 


16-12h | 16-12h 
118e(/) | 118e(/) 
1934-2054 1934-2054 


22-23/ | 22-231 
Ung’t’'d | Unq't’d 


2419-25 (25-2 > al 
24: 75-80 25-12-15 


* Sellers. +t Pence 
ion on February 1, 


934. (a Prior to devaluation on April 2, 1935. (c) Per cent. discount. (e) Latest 
“export” rate. (g) Official rate is $15 sellers. (h) Average remittance rate for 


importers, (i) Rate for payments to the Bank of England, for 
of Anglo-Italian debts. (/) Nominal. (mm) Official. 











____(6) Other Exchanges 


account Controller 


Parof | sent. 23 Sept. 28 Sept. 29, 
London on Exch. | “Tosa” “To38 1938 
per £ 

Senge T . | eo . | 
Helsingfors, M. ......... | 193-23 | se | 226!12-227 2261 7-227 : 
Madrid, Pt. ......c.00000 | 25-221» {j } a a | 100-2000) | aE 2ee 
Lisbon, BSc.  ..cccocccese 110 110-4108 110-1103 | 10919 -1102 
Budapest, Pen. ......... 27-82 2414-34 2379-243 2379-248 
Pre, Tab. .0.cccecces coos | $164l0§ | 13812~-140 1361-138 137-139 
Danzig, Gul. .......006 : | 2514-34 2412-25 | «247-253 
ee 48 -38 2514-34 2412-25 2479-2538 
Riga, Lat...........scseeees 25-2212 | 2484-253, 2434-253, 2434-2534 
Bucharest, Lei ...... vee | 813-8 | O55 175 650-670 650-670 
Constantinople, Pst. ... | 110 { ae — | oo 
Belgrade, Din. 209-219 205-215 | 207-217 
IEG BAIS. ecsensasiece | 2814-2914 2654-2734 2714-2814 
Sofia, Lev. .. | 300-420 390~420 390-420 
Tallinn, E. Kr. 1734-1834 1734-1834 1734-1834 
Oslo, Kr. ........ 19-85-95 19-85-95 | 19-85-95 
Stockholm, Kr. .. “ 19-35-45 19 - 35-45 | 19-35-45 
Copenhagen, Kr. ...... 18-159 22-35-45 22-35-45 | 22-35-45 
Alexandria, Pst. lp 9739-5 |  975g~5g 975g—5g 
Kobe, Yen ......000- 4 , ~ | 1315jg-141j¢ | 13156-14116 1315; 6-14) 16 
Singapore, $ | 2713;¢-2811¢ 2713;6-281;¢ 2713) 6-28! ig 
Batavia, F. ..... we ° 8-89-92 8 - 73-78 8-80-85 
Bangkok, Baht 22-2214 22-2214 22-2214 








~ Usance: 2: %: ae except ‘Alexandria (Sight). * Sellers. + Pence per unit of local 
oa. § Par, 197-105;¢ since koruna devaluation on February 17, 1934. Rate 

oc payment to the Bank of England: (j) Under Anglo-Spanish Agreement. 
te 


der Anglo-Turkish Agreement. (/) Nominal. 


LONDON—FORWARD 
(Closing quotations) 











‘Sept. 23, Sept. 24, Sept. 26, Scpt. 27, Sept. 28, Sept. 28, 
1938 1938 


don on | 1938 1938 1938 1938 
in ' Per £ Per £ Per £ Per £ Per £ Per £ 
[1 Mo Month | OOM ® @ 1%, | Bh . 
Y Mont hey 516-16 lg a 4-34 | ln ly 
_ New Yor, \2 ” 1- 159-113 2- 11> 2-1! 21lo-1 12 7g—5g 
3 » Lig-Ig Z1g-15q | 23g—2]g 23q-21q | 312-212 Ld 
| @ i @ | @ @ | @ | @ 
1 Month | 2-214 aa a3 nem \3 3 (Nom.) Pann 
3412 B’g—4lg -37g—41g  Alo~ 4-34 % _ 
Pacis, fromeny |F = | Gitein | sreeig | Glee? | Gee7a |? | Gl? 
(p) (p) (p) (p) | (p) (p) 
Amsterdam, {| 1 Month | | Ulomdlg = 211 3-2 3-2 =| 3lo-2le 2-1 
cent. ¢ | - 25e-2lg | 3-21. | 5-4 4lx-31 | 6-4 | 3-2 
» | 35g-3lg 412-3'2 | 6-5 6-5 6 | 43 
Brus 9. 4 1s4e 20(No ' Oy 
1 15-18 14-18 2 om. 7- 
—, 30-33 | 28-32 25-30-35 —, 30-35 
45-50 43-48 43-48 45 , 45-50 
i (p) (?) (p) (») (p) 
Geneva, 6-4 10-5 | 
cent.4 | 2 96 | 7 | 14-10 | 15-10 | 86 
14-11 | 15-11 | 18-14 | 20-10 12-8 








(d) iii 











50 






























EXCHANGE RATES—cont. 
NEW YORK 











SOUTH AFRICA 


(Buytnc Rates PER £100 STERLING) 


———————— —_ 


































AUSTRALIA AND NEW ZEALAND 




















* All rates (Australian and New Zealand) now based on £100—Lond: 
‘ + Intermediate rates will be calculated on the basis of 2s. od. for every coven days. 














THE ECONOMIST 


October 1, 1938 


IMPORTS AND EXPORTS OF GOLD AND SILVER 
Week ended September 29, 1938 






































Imports Exports 
ey | | aa ms eo 
Par of | . 24 . 26, Sept. 27, Sept. 28, | Bultion | Coin To | Bullion | Coin 
New York on | Exch. | S€Rt,22, Sept, 23, Sens. 04 Sep. 905g 1938 | vm enn ead . 
j Gas Cans.) | ———— — FTF a z 
| — Briti » 5 ned io 7a! Eire 99 
- ee — os j g ritis! -A rica... > 900 SATS cererssesvevccccees . > eee 
6 days ... 48660 | 44-802%50! 4-782%9 477259 4°75%52 | 4°721lse| 4-72153 | British India ...... asi'esal “ae ee as gece: i 1647202 169,637 
Cables“. }| New Par 4-81%i6 | 4:79%1g | 4°7852 | 4-755 | 4-727e | 4-73, | Auustrallie senses 7688, 9,723 | France w.....-ssesses | 12,614 30,227 
p Demand... J | 8°2397 4-815i6 | 4-790 | 4-784 | 4:70 | Oo3sr cae | oo 3902023. | Switzerland «......... | 3,086,239) 33,250 
aris, Fr. ... | 6°63 | 2-69 “685g | 2: 6612 | 2°635%4 | 2: GiUM .......e000e8 3, a : 
Brussels, Bel. | 23.53 16-8714 16°88 16-8912 16-9312 |16-9312 |17- Switzerland ......... 76199) naga | ~~ | pee 16,708,079 ae 
Switz’l’d. Fr. | 35°$1 22-665 22-5912 [22-48 22-4312 22°42, 22-68, Venezuela.......++++» FO cre I toners ° yore, a 
Bodin Ni, | S:91 | 5-264 | 3-264 | 3:26 5.00 | [90-70 [99-96 Total® ....0.++s '5,669,380, 165,981 | Total® .....4 . [21,022,669 321,283 
Vienna, Sch. Se-OS — ace (Of tee nee on as OC eee ones pean IEaS 
Madrid, Pt. ... | 32- = - a we oh al ee __ _ SILVER 
aerate Gidr | ee 53-965, 53°74 (53-61 (53°37lp [53-69 (54-05 British S. Africa ... 5,652 <a. | oo and Deps. ... 1 10,357 
Cop’h’gn,Kr. ) | 21-4912 21-40 (21-36 (21-24 (21-13 9-21-15 Fiji .....eseeeseeeveee eve 3, ees cosese eee us eve 
Oslo, Rr. ves >/145-374 24-20 (24°10 [24-04 = 23-91 |23°76 23-78 Belgium ........+++++ t,886 | aoe om p . . “10 : 
St’h’im, Kr. | | 24-8212 24-72l9 |24-67 (24°53 [24-3812 24-40 France ........000000 16,60 “_—— oe evbocece . uw 
Athens, Dr.... | 1°29 10°88, ‘88lg (0-88 0-88 10-8714 0-86!2 Saudi Arabia........ ssi 21, Hungary be ; 4 oka 
M’treal, Can. $,169-31 99 99°250 99-180 99-000 (98-250 97-930 BRIER csccccseeccncens 518,82 | Unived States... 9,388). 
Yo’hama, Yen | 84-40 {28-10 27-98 |27-92 27-80 21-60 27-60 Argentina .........+ 7,300) | SAREE -.0rerscrreeee ° oon see 
Shanghai, $...| ... (17°55 {17°40 /|17-80 [17-70 : poeneneanea seen : 
B. ioe Yess | <7 29-86 =. 29-74) [29-67 (29-51 [29-43 29-34 Total® .......+. 561,367| 27,914 Total® ....0000 69,121| 10,916 
Rio, Ms.t | 11:96 [5-90 (5-90 | 5-90 [5-90 | 5-90 [5-90 _ ae 
Usance: T.T. * Dollars per £1. + Official. * Including other countries. 


aT 


EXCHANGE RATES (Monthly Tables) 


CENTRAL AND SOUTH AMERICA 


Tue BANK OF LONDON AND SoutH America, Ltp., issues the following details 
relative to quotations for certain of the South and Central American exchanges. 
All these exchanges, with the exception of Bolivia and Paraguay, are related to the 
United States dollar, and the approximate sterling rates may be obtained by applying 


— fatale) Se ae ie 5 > » the dollar-sterling exchange rate. 
| 2 Sight Dawe | Caw | war Bolivia* Sight selling rate on London was 141-40 bolivianos per £ 
sight sight sight ; So on August 31, 1938, 
| patnes | °« a i, a Colombia.* Sight selling rate on New York was 176 00 pesos per 100 U.S. dollars 
London on : | £3. 4} Ol -<Beesé. £ s. 4. | £s. 4 on September 1938. This rate applies to holders of permits 
Rhodesia 100 5 0; 10010 3) 10018 6) 101 6 9) 101 15 8 buying in the “ open”? market. 
S. Africa | 100 17 6| 101 2 9 | 101 11 0 101 19 3 | 102 7 6 | Ecuador. Sight selling rate on New York was 14°65 sucres per U.S. dollar 
fnisitiainiatani steclaiineasltioaiididiianiiaideial bal cere be on September 2, 1938. 
Guatemala. Sight selling rate on New York is maintained at one quetzal per 
‘Us. dollar, but a commission of 1 per cent. is charged by the 
(SELLING Rates PER £100 STERLING) Sone eee vor Se Sow oe 
Nicaragua.* Sight selling rate on New York for payment of imports was fixed by 
the National Bank at 5°52l9 cordobas per U.S. dollar (including 
S wee 2 Ss ee 10 per cent. tax and 1p per cent. commission) on September 6, 1938. 
| Sight Telegraphic Paraguay. | Exchange is quoted on Buenos Aires; the sight selling rate was 
ee a Se by en 70:50 Paraguayan pesos per Argentine “free” paper peso on 
August 20, 1938. 
Lasten en f 15 é. £ sd. El Salvador. Sight selling rate on New York was 2-507, colones per U.S. dollar 
BORIS, -onneovennrecoverennosonsennosenenonece =e e 2 15 0 Bn September 7, 1938. | 
RoDeonanpappeonninnaoonseenenane Venezuela. Sight selling rate on New York has been maintained at 3-19 bolivares 


per U.S. dollar since April 27, 1937. 
* Exchange controls are operative in these countries. 





OVERSEAS BANK RATES 








| hantee fame and Australia and New Zealand aang 7 ig Changed %, % 
| y * ° ° / 
ow Zesknd on London Albania ......... Apr. 1,°37 6le 6 | Oslo c.ccceccoees en. 5,°38 4 3g 
—- - ~ caoenninainmaneies Amsterdam Dec. 2 - 22 : — i aaeelce t. 27, te me : 
: . : a rague ...... an. 1,’ lg 
Buying Selling | Buying Selling 4,°37 4 3 | Pretoria........ May 15,°33 4 3a 
remem isidlaniaal bs iescieaiaidindstadiastiiialiies . 1,°35 6lg 5 | Tallinn ......... 1,°35 4 ie 
| Aus- _— | Aus | ae = : ; Riga Ooesecesceses Nov. 1, 364 ‘a sig 
: New | tralia | ©“; . lie New *» 1 : i i » 1 
Australia land | Australia | Zea-| “lla 7.4. y 5,'38 412 3%2 | Rio de Janeiro May 31, "35 — woe 
zen || ey a | nid goes Se | Some Mas Pg 
sonniiaall chil idence ——— as E Nov. 19, 36 32 4 Stockholm... en, 33 3 
j | } | wiss 
* = | a a 125124 | ae 1s j128 12515 112419 _ > ae o ; 9 28 38 dines Ms 
: ir | Ord, | y 4, 2 O cece ll,” ° , 
; (+) (t) | | Mail | Mail | | Aug. 11,°37 412 4 Vienna uly 10, °35 4 3le 
| Sight | 12613 1255, | 1251yg |124%g 12415)6 12411j6 123 12512 12419 qq : Warsaw . 18, °37 4\2 
GOdays| izrie | izes | <. | TL liad agate doa tose (iar july 159335123 | dete 36°32 33 
7 tee 4 8 1247» uly 15, 2 ED cvensoepesetes e 32 
90days 12753 12673 | ove a= 1237 122 } 125516 1242599 -il, w= 21g ee ; 
i —_—__--_— 





Central Bank of Chile.—Discount rate for member banks, 412% ; discount rate for 
the public, 6%. (a) 5% applied to banks and credit institutions. (5) 512% applied 
to private persons and firms. 





SHORTER COMMENTS 














Company Results of the Week.—A 
substantial setback in earnings is reported 
by GROSVENOR HOUSE (PARK LANE) 
for the year to June 30th. Net profits amount 
to £54,601 against £88,252, and the directors 
have decided not to pay an ordinary divi- 
dend. Some instances of significantly lower 
¢arnings appear in the rubber group. 
BANTAM (JAVA), in particular, reports 
that profits have been reduced from £28,997 
to £13,291, and the distribution has been 
reduced from 15 per cent. to 9 per cent. 














































































































(TWILFIT) profits are fairly close to the 
previous year’s figures. ASPRO, LTD., net 
profits have been reduced from £292,320 
= gem and the ordinary dividend from 

per cent. to 25 per cent. BRITISH 
PISTON — have also been unable to 
maintain their earnings, and profits have 
been reduced from £59,659 to £47,912, 
entailing a reduction in the ordinary dividend 
from 25 per cent. to 20 per cent. 


_ Commercial Bank of Australia, Ltd.— 
Net profit year to June 30, 1938, 262,384 
against £247,435 for previous year. Dividend 
7yy against 6$ per cent. for year. To bank 


Associated Provincial Picture Houses, 
Ltd.—Profits for year to May 31, 1938, 
£111,889, an with £123,165 for 
posses ear. To depreciation, £26,000, as 

fore. To tax, etc., £20,353 (£12,404). 
Ordinary dividend maintained at 6 per cent. 
To general reserve, £15,000, as before. 
Carry forward increased from £89,475 to 

90,511. An additional item is amounts due 

m subsidiary company, £26,116. 

Grosvenor House (Park Lane).— 
Trading profit for year to June 30, 1938, 
£97,572, against £134,109 for preceding 
year. Taxation, £10,000, as before. Prefer- 


TORE Samet GLAS PERINCjan Gomis 300 soi Bin Ge Sua ste ia ys 
069 to £35,331, but both J. HEP- 109,361.  Deposi to = against 5 per cent., absorbi 25,000 a 
WORTH AND SONS. and TREHENS 29,294,000 to £30,053,007 year ago. | Catry forward, {33 » after 
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OVERSEAS WEEKLY TRAFFIC RECEIPTS 























‘s BRITISH RAILWAY TRAFFICS ___ INDIAN 
we ~ Gross Receipts, | Aggregate Gross Receipts Gross Receipts Aggregate Gross 
week anes 25 | 7 — ” = 7 g for Week aor : 
swame eae pennies, — 
—— bt — Sees pnenneneescnienggiatehntoriamenns a 
puldalteladla?| as da | ae] 29 / af ee | rt 
ag 288505 Be) =§ 38/88 | 28 ml 1938 | Re onl Rs. | Rs. 
aos 7. ee ha eee | | Bengal & N. wena 23 |Sept. 10) —$8,21,258) — 38. 823) 1 365,52, 987) -10,76,891 
eee } | Seen ieeeces | 2] 3) Segue nines Seemadag — oka 
M. — i y ,56,000 — 11,48,000 
aT namnnet Aan oe 262) 783 I ,320 | 20,397 18583 aeaaliiniia 40,ses | Madras &S. Mah 23 10} $1 720,000 64,746! 3,32,36,143} | 16,13,499 
TRS 548) — 248) 688) 1/236 20,431'17025| 9,361/ 26,386, 46,817 | S- Indian ............ 22 |Aug. a #16,59,703}-- 9,421| 2,33,17,242!4- 19,218 
. Ea tll / 
a eendns ee | 344) 955! 253) 608! 952! 13,915 12778| 9,299| 22,077| 35,392 CANADIAN — 
Gan eosescceecs ° . 320) 339) 905 13,219 11880} 8,836) 20,716) 33,935 a ee 1938 - $ es —— ieee 
reat Western— | | 
fg 223! 208, 107 315| $38 8,670 7,531| 4,215] 11,746) 20.416 Conadion Nasional... | 37 |Sept. 21)  3,971,607|— 192,534,124,342,480] ~ 15855435 
cag cee | 223) 189) 105 S17 8,588 6,977 41032 113009 19,597 | Canadian ee SOUTH |___ 21] _ 3,364,000! + 75,000) 94,952,000! 5,377,000 
outhern— me N z 
1937 ssvssseeee 425 es a1 109) 425) 12,884| 2,389) 1,151| 3,540| 16,424 56 [22 Ss . TRAL AMERICAN 
esopenstocss | aur 63} 31) 423) 12,815, 2,287} 1,131) 3,418) 16,233 Admateaptidics.e | 38 |sepe 25) fib 400| - 2030) : 575,460 - 64,290 
Total— ij | Argentine N.E. ...... 12 24 ce err, , vo 
I siiaha aides 1429 1153) 653 ere 238) 55,266 rp 270| 65,551, 120,817 o | bas tehaeale 120k tatiana’ wena 
1938 .... . 1446 1012} 623/1635) 3,081 55,053 one 23, 7360) 61, oa 116,562 | B.A. and Pacific...... 12 24) arn isa — 7,692) Meco) 11612? 
ccedichii ee eet 7. __ | B.A. Central ......... ll 10} ~ $113,700|— 24,200} 1,244,900/— 344,600 
(a) Week ended Sept. 24. B.A. Gt. Southern 12 * $7085.08) 1. = — 24,529,000) { 97,000 
+ 1,117) 1,521,651'+ 6,018 
CUMULATIVE AND WEEKLY COMPARISONS nA. Wes ...... 12 re $643,000 — 69,000} 7,505,000! —- 1,863,000 
ee. (000’s omitted) 7 | Pe! - “ane aoe i Cy »569'— 115,574 
pre . |- t 747,400, — 6,744,050 
ee aS Central Argentine ... | 12 ts tHtorees|— toatl 1 287,061 — 418,362 
De | Ltt Western | POUNEMD | Central Uruguayan | 11 17) ata a Lanes) t 22,674 
| é i- dy 48 48 
—_ nmin me 3? ene 38 24 miBs7fe00 + 936,000 67, 974, 000} — 1, 385,000 
Gross increase, seco’ 1937. . ‘ i+ 7 22 
‘oun nae a2 1936 «matt . + 1,443 +1,009 | + 647 | + 372 Mexican Railway ... | 37 21) $223,000'— 47,800 3,067,400|— 549,600 
Gross decrease, first half 1938, over ’ ED scimnesenaverss at£4,021) — 3,639 105,183! — 8,458 
first half 1937 .....cscesesseseseeee —- 7300 |— 638 |— 318 | — 105 United of Havana... | 12 24) __418,815/+ 3,231! _212,615|—_15,154 
Gross decrease, second half 1938, * Converted at — official rate 16°12 pesosto £. ¢ Receipts in Argentine 
over second half 19 pesos. Fortnight. a Converted at official rate d Receipts in Uruguayan 
12 weeks to Sept. 25 - 2, 1938 | — 988 — 819 — 501 ——— | currency. eé TONE at N TRA! NSE rate.” 
eekly Figure NDO 

- Av. weekly decrease, 2nd ‘half 1938 | —82-33 — 68-25 —41°75 — 7:16 eee year ae - ss ——— . 

Latest week compared with 1937 . — 6&4 —- 47 - - 2 | Recei Compared 
Latest week compared with average | Receipts | with prev. 
BE 1DBFHBD sonaesocsocensonsvcorsessevens 1}— 23 |'— 178 }-— 100 |— 50 Oe cine i 
_ * iin | 
% Week ending ni 24, 1938, before pooling..........+000 576,500 | + 8 
> _ IRISH RAILWAY. TRAFFICS _ Total, 13 weeks to date 193, bere posing eee 7,286,200 | + 47700 
& 5 ae 
2 Gross Receipts, week emai te G Recei L.P.T.B. receipts, 52 weeks to June 25, 1938 .....scseeee 29,388,200 | , 657,100 
ee Sep 23 Aeneas 38 aan a resin receipts, 52 a to es ne 1937 gagneswenons 28,732,000 | 255,000 

: (£°000 000 receipts, year to June, after pooling 30,247,378 | 522,655 

Company ) & ) London T ransport Pool receipts, year to June 30, 1937... | 41,377,929 | 771,590 
a ee ; | Sik: t ten | ak ies MONTHLY TRANSPORT & POWER RETURNS 
ia : — —— ne _ _ $$ Receipts for A 
ee Oar 8 Dow Ts | oe | 2-7 | 108-0 | s0-5 | 120-0 l,l | ane Receipts 
7 DE chia ed 2:3 0-5 2:8 | 100-8 | 16-4 | 117-2 Company | § | Ending - _ 
Great Northern— = | 
, BEDE scnnnsbnntetntenconen 11:4 9:9 21:3 | 436-4 | 359-5 | 795°9 | 1938 | + or 1938 | + or — 
, BPE. acccaneeiecosescsues 11:4 9-9 21:3 | 432:°0 336-0 | 768-0 | 
Se 37-5 | 41-6 1 | | | calla | 
Missa i | ee | Be | ae TST ass 2974-3 | Brazilian Tret. | 8 ‘avg. 31,Gross, $3,280,358 — 276,137 25,023,365 — 642,437 
a | } | Net | $1,748,716 — 237,612, 13,275,361 899,370 
a — “Suez CANAL & a 71. a Br. Columb. P. | 2 Aug. 31 — ar LY ere 2,480,014 29,088 
& ECE et 4— 11,754 667,640 16,103 
: Can. National | 8 |Aug. 31 Gross $15,551,529 — 934,032, 112,487,805 - 15.657,055 
___ (For cee see Overseas Trafficstable.) | Net | $660,248 + 101,718!Dr.5,116,693 — 13,302,070 
1 8 | £ ae | £ Can. Pacific... | 8 Aug. 31 Gross $12,183,000 | 268,000 84,561,000 — 6,186,000 
ransit Receipts ... _ 137 \sepe. 20 314,100 |-+ 5,300 '7,001,400' — 939,300 : ‘| | Net $491,000 86,000 3,679,000 — 6,253,000 
+ 10 days. I ———— == | Man. Ship Cl. | 8 |Aug. 31 Gross) £98,750 6,950 865,289 19,632 
* CAPITAL MARKET INACTIVITY Tavoy Tin.—Separate meetings of holders of ordinary shares 


(See Leading Article on page 5) 





PRINCIPAL IssuES DURING THE PAST QUARTER 





Month iitiadl Nominal Issue Price, 
Description of Issues : Sep. 28, 
Issued Amount Price 1938 
+ 1938 | Public Offers £ 
4 July Mid. Counties Elec. 312°, Deb. 1952-62 | (a)1,750,000 ar 95 
“4 July Bournemouth Corp. 314% Stk. 1958-62 | (6)1, 000,000! of 9412 
4 July | British Oxygen 5°, Cum. 2nd Pref. oe 1,000,000! 22/6 21/6 
“i | July Covent Garden Props. 4°, First Debs.. 1,000,000 99 91 
July Ipswich Corp. 314% Stk. 1964 .........006 (c)1,000,000| 9812 9419 
‘ July Beecham Maclean Holdings 5° Cum 
Jul — £l na trgteesssosiucsoneipacssetsesseses 1,496,500 par 18/112 
y | Dogme’ Newtentinad Si | ase 98 | 80 
July | Montague Burton 5°, Deb. 1940-60 ... 1,000,000) par r 
July | Amalgamated Press 4°, 2nd Deb. ...... 1,000, 99 9510 
July | Ae Explosives, etc., 512°, £1 Cum. a1) 2/9 
July | Stoke-on-Trent Corp. 3140 Stk. 1958-63 | (d)1, 500, 9812} _ 94 
Sept. | Beecham’s Pills 2'6 Def. .........00.00000: 7/6 7/6 
To Shareholders only 
July Stewarts and Lloyds 5%, Cum 3rd Pref. 
ie tical aiiemaliianbicraiiaiaideubdeienrone 300, par 22/6 
August | Trepca Mines 5/~ Ord. ..........cc0ccecee0e 420,948; par 46 
By Permission to Deal 
jw Hoover, MINE acsannminsumaceyeene 800,000 i 3 18,9 
Edmunson’s Electricity Ord. Stk. £1 ... 2,250,000) 27/6 25 /- 
uly Stanton Ironworks 316,559 Ont dean 316,559, $38.9 38/9 
July Nth. Metropolitan Power {1 Ord. ...... 376,705) +489 45 /- 





(a) £1,000,000 for conversion purposes 
(c) £300,000 for conversion purposes 





+ Fale at —e dealings commenced. 

£0) £568,008 for eran  PUEDOTes. 
,000 for conversion purposes. 
Note.—Prices given above for Sept. 28 are mainly nominal. 






ee 


. 


and of the 7} per cent. first mortgage debenture stock and also 
an extraordinary meeting were held on September 26th, to approve 
of a scheme of arrangement. After some discussion the result of 
voting was as follows: Ordinary shareholders majority in favour, 
217,598. At extraordinary meeting majority in favour 219,048. At 
debenture holders meeting majority in favour 105,061. 


York Street Flax Spinning Company, Ltd.—Net profit for 
year to June 30, 1938, £22,831, against £58,569. After payment of 
preference dividend the carry forward is increased from £5,131 to 
£16,900. 


Aire Wool Company, Ltd.—Net profit for year to August 31, 
1938, £12,342, against £15,539 for preceding year. Ordinary 
dividend reduced from 10 to 9 per cent. Carry forward in- 
creased from £4,219 to £4,983. The report states that there has 
been a considerable fall in the price of wool, and trading conditions 
generally have been difficult. 


British Piston Ring Company, Ltd.— Net profit for year to 
July 31, 1938, £47,912, compared with £59,659 for preceding year. 
Ordinary dividend reduced from 25 to 20 per cent. To reserve 
£15,000, as before. Carry forward reduced from £33,193 to 
£32,105: Cash £20,826, against £27,703. Stock £69,437, against 
£05, 078. Debtors £35, 005, compared with £39,999. Creditors 


| £23,331, against £25,576. 


Aspro, Ltd.—Trading profit for year to June 30, 1938, £253,861, 
against £292,913 for previous year. To tax reserve £85,000, against 


| £75,000. To depreciation £3,915, against £2,362. Ordinary dividend 


_ reduced from 32} to 25 per cent. 


To reserve £50,000, as before. 


| Nothing to dividend equalisation reserve, against £20,000. Carry 


forward increased from £10,959 to £11,831. Cash holding has 
declined from £370,796 to £215,404. Debtors £146,654, against. 
£130,734. St £35,886 against £29,977. 
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WEEK’S COMPANY RESULTS 


Corresponding ! 
—_ Last 


a _|Carried t car 


.  ~——s|« Reserve, | Balance — 
Ocdinery ___| Deprecia-| Forward}; Net Divi- 


| Profit | dend 


THE 


‘Net Profit | || 
After | Amount |,—— 


Appropriation 
| | we hahah Reiaiadiatadle 

| Balance | Payment | Available || 

| | 


; Dividend 
rom | 
of for | 

a | Deben- | Distri- 
ccount ture | bution 
_ Interest | 


| Prefce. ba ) 
Amount Amount | Rate | tion, etc. 


£ ee ee ‘2 
15,036 55,675, 70,711), 6,135 

{ i | 
34,251 54,601 88,852/ 30,000 


12,237 5,803 18,040 ws 
6,923 8,042 14,965, 1,780 


| 
CF hers £ 
| | 
37,356) 123 10,000, 17,220), 


| | 
= | e 25,045 33,807 88,252 
8,000 | 9,040;| 17,748 
5,000 5,500, 2,685 19,648 
16,393 


* 
6,598 2,822 | (d)18466 
12,724 25,420 16,585! 24,421) 
5,438, 4,798, 13,271, 19,194 
8,628 4 ... | 23,228)! 22,244 
105,721 | 71,601} 99,053,| 292,359 
| 
peat EN ee 6,999) 
213,215 85,000 


Breweries 
Tennant Brothers 
Financial, Land, etc. 
Grosvenor House (Park Lane), June 30 
Rio Negro (Argentina) Land June 30 | 
Whitehall Court June 30 | 
Iron, Coal and Steel | 
Blackburn (Thomas) & Sons | June 30 
Blakeborough (J.) & Sons... | June 30) 
Haie and Hale (Tipton)...... | June 30 | 
New Monckton Collieries | June 30 25,010, 10,607, 
Ward (Thos.) W. June 30 74,874 245,095 
Motor Cycle and Aviation 
Folland Aircraft Dr. 5 16,483 
Lucas (Joseph) 69,385 319,626 
Rubber 
IID, cs cutpvotounsineunses | June 30 | 279 
Bantam (Java) June 30 | 7,404 
Bernam-Perak | June 30 | 2,576 
Bukit Selangor Mar. 31) 7,473 
Buntar | June 30 758 
Chembong Malay ............ | Mar. 31 9,465 
Kulim | June 30 1,606 
Langkapoera (Sumatra) ... | June 30) 6,296 
EET | June 30 14,572 
Sittang Valley — .........080s00. | June 30 | 1,335 


3,352 
3,968, 


29,165, 
58,697 | 
27,563}, 4,056 
35,617, 3,761 
319,969 || 43,594 


981 
12,412 
5,502 


(c)28,184 
46,235 
22,061, 


1 
9,479 |Dr.25404 


80,581 | 348,798 


1,290 | 
15,195 | 
1,721 | 
11,843 
1,378 | 
11,322) | 
2,663; 
8,308, 
15,448 
1,356 | 


16,478 | 
389,011 | 


4,455 
20,695 
6,782 
18,836 
11,503 
21,580 
19,251 
13,244 
21.973 | 
6,972|| ... | 


10,215 


6,953 
28,997 

9,261 
12,958 
11,446, 
15,756, 
22,773 
12,537 
12,496 
15,028 


11,945) 


85,247; 
34,384, 
46,871; 
71,069 


1,900 
8,000 
811 


2,165 
| 13,500 
| 5250 
| 6,993 
7,125 
8,537 
8,861 
6,686 
6,525 
4,066 


4,176 
13,291 
4,206 
11,363 
10,745 
12,115 
17,645 
6,948 
7,401) 
5,637 


3,000 
1,721 
6,500 
1,900 


1,550) 


1,227 
150 


3,243 


30,003 
10,067 
7,985 
5,131 


14,264 3,206 | 
| 
33,597 
3,274 
8,032 
16,900 


17,507|| 1,500) 
41,000 


Tea | | 

Ceylon & Indian Planters ... | June 30 | 

Textiles 
Hepworth (J.) and Son ...... | July 31 | 
I ttl cdecpiieaen , June 30 | 
Leethems (Twilfit) | June 30 | 
York Street Flax Spinning | June 30) 

Other Companies 

Allen and Hanburys 
I Ma titssteancccounaces | June 30 | 
Associated Prov. Picture ... | May 31 | 
British Piston Ring July 31 | 
Grattan Warehouses June 30 | 
Hutchinson & Co. ............ Dec. 31 | 
Hutchinson Printing Trust | Dec. 31 | 
International Diatomite June 30 | 
Lawes Chemical Company... | June 30 
aa er | July 2 
Ranks, Ltd. 
Sun Electrical Company 
United Canners 


8,250. 4,551. 
18,000 
18,625 
11,224 
i:* 12,500) 


15,000 
91,875, 
42,000 
30,000 
54,999 


23,562 
6,250 
16,875 


86,156 
18,082 
42,208) 
35,331 


116,159 
28,149 
50,193 
40,462 


14,062 
11,062 
34,400 
10,959 
89,475 
33,193, 47,912 
36,246 122,260 
24,096 Dr. 3,663 
15,217 27,408 
613 9,017 9,630 
2,221 12,435 14,656 
4,193 Dr. 40,924 Dr. 36,731 
162,578 626,555, 
4,792 21,030 
5,201, 3,279 


Total Profits, 1938, in £000s : No.ofCos | 
To September 24 1,792 66,788 243,014 309,802 
To October 1 1,831 67,576, 245,343, 312,919 


56,134 
253,261 
91,536 


90,534 
264,220 | | 
181,011 || 
81,105) 
158,506. 
20,433 
42,625 


31,500 
20,283 
7,500 
4,000 
9,128 


56,049, 
292,320. 
110,760 

59,659 
116,266) 

25,098 | 

37,746 
(f)9,651, 


35,034 
11,831 
90,511 
32,105, 
38,884 
20,433 
19,760 
2,000 955, 
2,606 1,806 12,223) 
Dr. 21,524 Dr15,369, 24,561) 
| 184,190 667,853, 

5,196 17,720; 
5,465 9,344 


67,855, 73,114 | 219,642) 
68,429 73,988)) 222,361| 


| 
9,000 
140,231 
| 41,000 
15,000 
| 55,495 
22,5001 ... | | 365 
6,675 
7,558 
418,805 
9,375, 4,665 
a oa on 


40,112 see 
40,582 we 
(c) Thirteen months. _ (d) Eleven months. (e) Includes a special Diamond J ubilee bonus of 24 per cent. 
t+ Free of income tax. (k) Absorbed £417,029. 
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DIVIDEND ANNOUNCEMENTS 


Rates are actual, unless stated per annum or shown in cash per share. Rate for previous year refers to total dividend, unless marked by 


2,686 
162 
789,133 186,138 
25,822 || 


6,586 
8,480 


3,015 


128,721| 
129,920 
| 


(f) Ten months. 


| *Int. | 
Company | or 
tFinal 


Pay- Prev. 


| Total able Year 


Bank of England 
Canadian ot Com. 
TEA & RUBBER 
Bantardawa Rubber 
Bernam Perak Rbr. 
Hoscote Rubber 
Karmen Rubber 
K.M.S. Rubber . 
Kulim Rubber 


Lindola Tea | 2ip* 
Malayalam Plantations | 6t 
Sungei Salak Rbr. ...| 3* 
Sungei Tukong Rbr. 
Sungkap Para Rubber | ose 
Vellixellie Tea ssee | 2lo® 
Yataderia Rubber...... | 2* 
MINING 
Globe & Pheenix Gold | $30* | 
Mutfulira Co 


INDUSTRIALS | 
Arnott and Harrison . | 
Associated Cement ... | 

(C) 

4 
Brit. Indus. Fixed Tet. F coe 

(ist Portfolio) ...... Sept. . 

Brit. Por. Cement ... Sept. 307s 


asterisk to indicate interim dividend. 


Pay- | Prev. 
able | Year 


ft ee Lo at 
Company | or | Total | 
i inal| 


o 
/o 


o 
Brit. Steel Cons. mg 15 
British Thermostat | 62;*  ... 
Canadian Gen Invsts. | 12lp c.* ... 
Capital Securities Tst. +2'd 
Caridonum Trust ... i* 
Control Systems i 
Cheshire United Salt 
Elec. Finance, etc. ... 
Erinoid 
Evans & Owen 
Ferranti 
Frith (W. G.) ......... | 
Goldsworthy (T.) ... 
Hill (Philip), etc. ...... | 
Hopkinsons | 2lo* 
Ind. Rbr. Gutta Percha. .. 

Do. do 


4* 
Alot 
5* 


Kitchen and Wade... | 12)» 
Lamont (James H.)... | 9 7io* 
Lamson Paragon... 21p* 
Lawes Chemical beat St 
Lon. Untd. Laundries Mot 
Lucas (Joseph) 12ist 
Aarconi Wireless ... | 31 * 
New Brick (Newhey) | 179* 
Rhondda Transpon’ | }4* 


Round Oak Steel 
ae Radiators 

mith’s Stampi Le 
Southhook Pornesies 
Tele. & Gen. Tst. ... 
United Catti 


Prev. 
Year 


x oe on. 
Company or | Total 
sneha ates te 


°o ‘ o- % 
U.S. and S.A. Invest. | igs)? | 2i:* 
Venesta 6t | 
wan Switches 5* ein 
als Tin Stamping (| 121 
Wearmouth Coal - ‘ st si 
Wests and Moultons | 614* 


10 ‘Nov. 1) 10 
lOct. 13, 10* 
| rt | 89 
Oct. 11, 5* 
\Oct. 15° 614" 
— Se ree Tae ie ; 
(a) Paid on larger capital. ¢ Free of Income Tax 

BARRY AND STAINES LINOLEUM.—Proiits 
for half pe to July 31, 1938, are adequate to enable 
the usual interim dividend to be paid; but the board, 
in view of the very grave crisis, is awaiting further 
developments before making any declaration. Last 
year an interim dividend of 5 per cent. was paid. 


CITY OFFICES.—Interim dividend declaration 
Postponed in view of the international situation. Last 
year an interim payment of 5 per cent. was made. 


LUCAS (JOSEPH), LTD.—Final dividend 07 
ordinary shares 121) per cent., making 15 per cent. 
for year as before. 

ASSOCIATED PORTLAND CEMENT.—!:- 
terim dividend maintained at 7!2 per cent. on ordinary 
shares on a capital of £4,000,000. 


BRITISH PORTLAND CEMENT.—Intcrim 
dividend maintained at 7\o per cent. 


MARCONI’S WIRELESS TELEGRAPH.—!"- 
terim dividend on ordinary shares 319 against 254 pet 
cent. 





